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KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED BO JUNE 2019 


Legal Form: 
Legislation: 


Principal activities: 


Area of Jurisdiction: 

Demarcation code: 


GENERAL INFORMATION 

Category a local Authority 

The most important legislation governing Kannaland Municipality in terms 
of financial operations are: 

Constitution of the Republic of South Africa, 1996 and regulations; 
Municipal Finance Management Act, [MFMA} 2003 (Act No. 56 of 2003) 
and regulations issued in termsofthe Act; 

Annual Division of Revenue Act, {DORA} 2018 (Act No- 2 of 2018); 
intergovernmental Fiscal Relations Act, 1997 (Act No. 97 of 1997); 
Intergovernmental Relations Framework Act, 2005 (Act No. 13 of 2005); 
Municipal Structures Act, 1998 (Act No. 117 of 1998} and regulations 
issued in terms of the Act; 

Municipal Systems Act, 2000 (Act. No. 32 of 2000) and regulations issued 
in terms of the Act; 

Municipal Property Rates Act, 2004 (Act No, 6 of 2004} and the regulations 
issued in terms of the Act; 

Preferential procurement Policy Framework Act, 2000 (Act No. 5 of 2000) 
and regulations issued in terms of the Act; 

Construction Industry Development Board Act, 2000 (Act No, 38 of 2000) 

and regulations issued in terms of the Act; and 

Prevention and Combating of Corrupt Activities Act, 2004 (Act No, 12 of 

2004) 

This list Ls however not exhausted. 

The major principal activities that the Municipality render within Its 
jurisdiction area include: 

Tfce provision and maintenance of Amenities, such as ablution, 
recreational hall facilities; Building control services; Cemeteries; Disaster 
management; Electricity supply services; Environmental Pollution control 
and Management; Fires services and prevention; Library services; Law 
enforcement services, including vehicle and driver registration and traffic 
services; Creation and maintenance of Parking areas; Refuse Removal 
services; Social and Economical development; Spatial planning; Street and 
Storm water services; Street cleaning and Street lighting; Creation, 
operating and maintaining of Sport facilities; Tourism promotion; Waste 
water treatment services and Water supply services. 

Karina land Municipality Includes the following areas. 

Calltzdorp 
Lad ismith 
Van Wyksdorp 
Zoar 

WC041 
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KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


Accounting Officer's Responsibilities and Approval 


The accounting officer Is required by the Municipal Finance Management Act (Act 56 of 2003], to maintain adequate 
accounting records and is responsiblefarthe content and integrity of the annual financial statements and related 
financial information included in this report. It is the responsibility of the accounting officer to ensure that the annual 
financial statements fairly present the state of affairs nfthe municipality as at the end of the financial year and the 
results of its operations and cash flows for the period then ended. The external auditors are engaged to express an 
independent opinion on the annual financial statements and was given unrestricted access to all financial recordsand 
related data. 

The annual financial statements have been prepared in accordance with Standards of Generally Recognised 
Accounting Practice (GRAP) Including any interpretations, guidelines and directives issued by the Accounting 
Standards Board, 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported 
by reasonable and prudent judgements and estimates. 

The accounting officer acknowledges that he Is ultimately responsible for the system of internal financial control 
established by the municipality and place considerable importance on maintaining a strong control environment. To 
enable the accounting officer to meet these responsibilities, the accounting officer sets standards for internal control 
aimed at reducing the risk of error or deficit In a cost effective manner. The standards Include the proper delegation 
of responsibilities within a clearly defined framework, effective accounting procedures and adequate segregation of 
duties to ensure an acceptable level of risk. These controls are monitored throughout the municipality and all 
employees are required to maintain the highest ethical standards in ensuring the municipality's business is conducted 
in a manner that in all reasonable circumstances is above reproach, The focus of risk management in the municipality 
is on identifying, assessing, managing and monitoring all known forms of risk acrossthe municipality* While operating 
risk cannot be fuliy eliminated, the municipality endeavours to minimise it by ensuring that appropriate 
infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined procedures 
and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the 
system of Internal control provides reasonable assurance that the financial records may be relied on for the 
preparation of the annual financial statements* However, any system of Internal financial control can provide only 
reasonable, and not absolute, assurance against material misstatement or deficit. 

The accounting officer has reviewed the municipality's cash flow forecast for the year to 30 JUNE 2D2G and, in the 
light of this review and the current financial position, he is satisfied that the municipality has or has access to 
adequate resources to continue in operational existence for the foreseeable future. 

(certify that the remuneration of Councillors and in-kind benefits are within the upper limits of the framework 
envisaged in Section 219 of the Constitution, read with the Remuneration of Public Office Bearers Act and the 
Minister of Provincial and Local Government's determination in accordance with this Act. 

The annual financial statements set out on pages 4 to S2, which have been prepared on the going concern basis, were 
approved by the accounting officer and signed accordingly by: 



Mr R Stevens 
ACCOUNTING OFFICER 
Date: 


\H- JL&2-C ? 





KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


CONTENTS 

General Information i _ 2 

Accounting Officer's Responsibilities and Approval 3 

Statement of Financial Position 4 

Statement of Financial Performance 5 

Statement of Changes In Net Assets 6 

Cash Flow Statement 7 

Statement of comparison of budget and actual amounts - Statement 

of financial position g - 9 

Statement of comparison of budget and actual amounts - Statement 

of financial performance 10 -11 

Statement of comparison of budget and actual amounts - Cash 

flow statement 12 -13 

Accounting Policies 14 - 43 

Notes to the Financial Statements 49 - S 3 


APPENDICES - Unaudited 

A Schedule of External Loans 84 

B Segmental Statement of Financial Performance - Municipal Votes 85 

C Segmental Statement of Financial Performance 8 G 

D Disclosure of Grants and Subsidies Jn Terms of Section 123 of S7 

MFMA, 56 of 2003 




KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED SO JUNE 2019 


Legal Form: 
Legislation: 


Principal activities: 


Area of Jurisdiction: 

Demarcation code: 


GENERAL INFORMATION 

Category B Local Authority 

The most important legislation governing Kannaland Municipality in terms 
of financial operations are: 

Constitution of the Republic of South Africa, 1996 and regulations; 
Municipal Finance Management Act, (MFMA) 2003 (Act No, 56 of 2003] 
and regulations issued in terms of the Act; 

Annual Division of Revenue Act, (DORA) 201S (Act No 2 of 201B); 
intergovernmental Fiscal Relations Act, 1997 (Act No. 97 of 1997); 
Intergovernmental Relations Framework Act, 2005 (Act No. 13 of 2005); 
Municipal Structures Act, 1998 (Act No. 117 of 1998) and regulations 
issued in terms of the Act; 

Municipal Systems Act, 2000 (Act. No. 32 of 2000) and regulations Issued 
in terms of the Act; 

Municipal Property Rates Act, 2004 (Act No. S of 2004) and the regulations 
issued in terms of the Act; 

Preferential Procurement Policy Framework Act, 2000 [Act No, 5 of 2000) 
and regulations issued in terms of the Act; 

Construction Industry Development Board Act, 2000 (Act No, 38 of 2000) 
and regulations issued in terms of the Act; and 

Prevention and Combating of Corrupt Activities Act, 2004 (Act No, 12 of 
2004) 

This list rs however not exhausted. 

The major principal activities that the Municipality render within its 
jurisdiction area include: 

The provision and maintenance of Amenities, such as ablution, 
recreational, hall facilities; Building control services; Cemeteries; Disaster 
management; Electricity supply services; Environmental Pollution control 
and Management; Fires services and prevention; Library services; Law 
enforcement services, including vehicle and driver registration and traffic 
services: Creation and maintenance of Parking areas; Refuse Removal 
services; Social and Economical development; Spatial planning; Street and 
Storm water services; Street cleaning and Street lighting; Creation, 
operating and maintaining of Sport facilities; Tourism promotion; Waste 
water treatment services and Water supply services, 

Kannaland Municipality includes the following areas, 

Cailtzdorp 
Ladismith 
Van Wyksdorp 
Zoar 

WC041 
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KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and is responsible for the content and integrity of the annual financial statements and related 
financial information included in this report. It is the responsibility of the accounting officer to ensure that the annual 
financial statements fairly present the state of affairs of the municipality as at the end of the financial year and the 
results of its operations and cash flows for the period then ended, The external auditors are engaged to express an 
independent opinion on the annual financial statements and was given unrestricted access to all financial records and 


related data. 


The annual financial statements have been prepared in accordance with Standards of Generally Recognised 
Accounting Practice {GRAP) including any interpretations, guidelines and directives issued by the Accounting 
Standards Board. 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported 
by reasonable and prudent judgements and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control 
established by the municipality and place considerable importance on maintaining a strong control environment To 
enable the accounting officer to meet these responsibilities, the accounting officer sets standards for internal control 
aimed at reducing the risk of error or deficit in a cost effective manner. The standards include the proper delegation 
of responsibilities within a dearly defined framework, effective accounting procedures and adequate segregation of 
duties to ensure an acceptable level of risk. These controls are monitored throughout the municipality and all 
employees are required to maintain the highest ethical standards in ensuring the municipality's business is conducted 
in a manner that in all reasonable circumstances is above reproach. The focus of risk management in the municipality 
1$ on identifying, assessing, managing and monitoring all known forms of risk across the municipality* While operating 
risk cannot be fully eliminated, the municipality endeavours to minimise it by ensuring that appropriate 
infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined procedures 
and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the 
system of internal control provides reasonable assurance that the financial records may be relied on for the 
preparation of the annua! financial statements* However, any system of internal financial control can provide only 
reasonable, and not absolute, assurance against material misstatement or deficit. 

The accounting officer has reviewed the municipality's cash flow forecast for the year to 30 JUNE 2020 and, in the 
light of this review and the current financial position, he Is satisfied that the municipality has or has access to 
adequate resources to continue in operational existence for the foreseeable future. 

I certify that the remuneration of Councillors and In-kind benefits are within the upper limits of the framework 
envisaged in Section 219 of the Constitution, read with the Remuneration of Public Office Bearers Act and the 
Minister of Provincial and Local Government’s determination in accordance with this Act 

The annual financial statements set out on pages 4 to 82, which have been prepared on the going concern basis, were 
approved by the accounting officer and signed accordingly by: 



Mr R Stevens 
ACCOUNTING OFFICER 
Date: 
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KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2019 


NET ASSETS AND LIABILITIES 
Net Assets 

Accumulated SurpIus/[Deficit) 

Non-Current Liabilities 

Long-term Liabilities 
Employee Benefits 
Non-Current Provisions 

Current Liabilities 

Consumer Deposits 

Current Employee benefits 

Payables from exchange transactions 

Unspent Conditional Government Grants and Receipts 

Operating Lease Liability 

Current Portion of Long-term Liabilities 

Total Net Assets and Liabilities 
ASSETS 

Non-Current Assets 

Property, Plant and Equipment 
Investment Property 
Intangible Assets 

Current Assets 
Inventory 

Receivables from exchange transactions 
Receivables from non-exchange transactions 
Operating lease Asset 
Taxes 

Cash and Cash Equivalents 
Total Assets 


Notes 2019 2013 

R R 

(Actual) (Restated) 


250,299,688 239,488,801 



250,299,688 

239,488,801 


27,308,433 

27,440,938 

2 

1,435,100 

1,940,547 

3 

11,126,844 

11,635,882 

4 

14 H 7 46,489 

13,864,509 


70,298,592 

64,623,558 

5 

964,206 

953,257 

6 

5,921,539 

4,990,903 

S 

48,663,190 

45,335,492 

9 

14,231,073 

12,885,864 

23,2 

3,027 

5,750 

2 

505,557 

452,292 


347,906,713 

331,553,297 


327,042,004 

320,055,294 

11 

325,508,065 

318,387,373 

12 

1,488,659 

1,594,077 

13 

45,280 

73,844 


20,364,709 

11,498,003 

14 

2,024,977 

177,209 

16 

2,735,932 

3,315,609 

17 

2,101,064 

1,715,680 

18*1 

51,308 

34,747 

10 

2,320,194 

4,706,045 

19 

11,631,234 

1,548,713 


347,906,713 331,553,297 
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KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


REVENUE 


STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2019 

2019 2018 

Nates (Actual) (Restated) 

R R 


Revenue from Non-exchange Transactions 


81,911,996 

92,363,147 

Taxation Revenue 


16,275,282 

16,830,249 

Property Rates 

21 

16,275,282 

16,830,249 

Transfer Revenue 


58,241,461 

67,962,432 

Government Grants and Subsidies-Operational 

22 

39,897,721 

47,483,311 

Government Grants and Subsidies-Capital 


18,343,740 

20,479,121 

Other Revenue 


7,395,253 

7,570,466 

Fines, Penalties and Forfeits 


6,020,989 

5,661,270 

Interest Earned - non exchange transactions 


1,183,267 

1,909,196 

Contributed Property, Plant and Equipment 


190,997 

- 

Revenue from Exchange Transactions 


76,197,227 

74,535,982 

Service Charges 

23 

69,672,405 

68,681,987 

Rental from Fixed Assets 


516,497 

545,690 

Interest Earned - external investments 


732,342 

507,610 

Interest Earned - outstanding receivables 


3,653,104 

2,514,695 

Licences and Permits 


172,889 

139,405 

Agency and Collection Services 


1,053,323 

1,867,996 

Operational Revenue 


15,322 

16,939 

Sales of Goods and Rendering of Services 


381,345 

261,660 

Total Revenue 


158,109,223 

166,899,129 

EXPENDITURE 

Employee related costs 

24 

55,437,037 

47,694,047 

Remuneration of Councillors 

25 

3,323,290 

2,975,406 

Bad Debts Written -off 


8,575,107 

27,474,148 

Depreciation and Amortisation 

27 

13,469,197 

12,418,383 

Inventory Consumed 

33 

1,360,328 

1,241,098 

Finance Costs 

29 

(2,866,091) 

2,388,847 

Bulk Purchases 

30 

35,536,554 

32,580,546 

Contracted Services 

31 

14,065,481 

22,157,398 

Operational Costs 

32 

7,912,589 

9,105,624 

Operating Leases 


558,970 

318,207 

Transfers and Subsidies 

34 

405,612 

303,742 

Total Expenditure 


137,778,074 

158,657,446 

Operating Surplus 


20,331,149 

8,241,683 

Inventories: {Wnte-down)/Reversal of Write-down to Net Realisable Value 


(49,756) 

(323,575) 

Impairment Loss/(Reversal of Impairment Loss) on Receivables 

26 

(8,810,385) 

7,280,364 

[Impairment Loss)/Reversal of Impairment Loss on Fixed Assets 

28 

(512,443) 

(4,183) 

Gains/(Loss) on Sale of Fixed Assets 


(147,678) 

(2,692,359) 

NET SURPLUS/jDEFICIT) FOR THE YEAR 


10,810,887 

12,501,930 
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KAN N ALAND MUNICIPALITY 

ANN UAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2019 


Balance as at 1 JULY 2017 

Change in accounting policy 
Correction of error 

Restated Balance as at 1 JULY 2017 

Net Surplus for the year 

Balance as at 30JUNE2018 

Net Surplus for the year 


Note 

Accumulated 

Surplus/ 

{Deficit} 

Total 


R 

R 


222,755,343 

222,755,343 

36 

35.2 

11,233,429 

{7,001,901} 

11,233,429 

(7,001,901) 

35.2 

226,986,871 

12,501,930 

226,986,871 

12,501,930 


239,488,801 

239,488,801 


10,810,887 

10,810,887 


250,299,688 

250,299,688 


Balance as at 30 JUNE 2019 



KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2019 


CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 

Ratepayers and other 

Government 

Interest 

Payments 

Suppliers and employees 
Finance charges 
Transfers and Grants 

Cash generated by operations 

CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of Property, Plant and Equipment 
Decrease in current Investments 

Net Cash from Investing Activities 
CASH FLOW FROM FINANCING ACTIVITIES 

Loans repaid 

Increase in Consumer Deposits 

Net Cash from Financing Activities 

NET INCREASE IN CASH AND CASH EQUIVALENTS 

Cash and Cash Equivalents at the beginning of the year 
Cash and Cash Equivalents at the end of the year 


Notes 

2019 

R 

2018 

R 


88,068,811 

59,536,669 

5,563,713 

102,655,605 

70,569,105 

4,931,501 

29 

34 

(127,597,521} 

2,866,091 

(405,612) 

(157,162,516) 

(2,388,847) 

(303,742) 

38 

28,087,151 

18,301,106 

11 

(17,563,397) 

(16,536,830) 


(17,563,397) 

(16,536,830) 


(452,182) 

10,949 

(513,847) 

20,910 


(441,233) 

(492,937) 


10,082,521 

1,271,338 

39 

1,548,713 

11,631,234 

277,375 

1,548,713 


10,082,521 

1,271,338 


NET INCREASE IN CASH AND CASH EQUIVALENTS 



KANNALAND MUNICIPALITY 

annual financial statements for the year ehd£d 30 juh 1 2019 


STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2019 

COMPARISON OF ACTUAL FIGURES TO FJNAL BUDGET 



2019 

20X9 

2019 


R 

R 

R 


(Actual} 

(Final Budget) 

(Variance) 

ASSETS 




Current assets 




Cash 

11,631,294 

560,000 

33,071,234 

Consumer debtors 

4,836,996 

62,964,176 

[58,127,180) 

Other Receruables 

2,371,502 

- 

2,371,502 

Inventory 

2,024,977 


2,024,977 

Total current assets 

20,364,709 

63,524,176 

(42,659,467) 

Non current assets 




Investment 




Investment property 

1,488,659 

- 

1,438,659 

Property, plant and equipment 

325,505,065 

347,815,398 

{22,307,333) 

Intangible Assets 

45,230 


45,280 

Tetal non current assets 

327,042,004 

347,815,393 

(20,773,394) 

TOTAL ASSETS 

347,906,713 

411,339,574 

(63,432 r S61j 


LMBFUTiti 
Current liabilities 


Burrowing 

Con sumer d eposlt s 

Trade and other payables 

Operating Leases 

Prouiii'Ons and Employee Benefits 

505,557 

964,206 

62,899,263 

8,027 

5,921,539 

512,000 

43,515,756 

(6,443) 

964,206 

19,383,507 

8.027 

5,921,539 

Total current liabilities 

70,298,59 2 

44,027,756 

26,270.336 

Mon current (labilities 

Bcf rowing 

Provisions and Employee Benefits 

3,435,100 

25,873,333 

1,303,032 

36,048,000 

[367,982) 
(10,174,667) 

Total non current liabilities 

27,303,433 

37,351,082 

(10,547.649) 

TOTAL LIABILITIES 

97,607,025 

81,878,833 

15,723,187 

NET ASSETS 

250,799,688 

329^460,736 

[79,161,043) 

COMMUNITY WEALTH 

Aoeumukrted SurpEus/fDefrclt] 

250,299,633 

47,137,174 

203,162,514 

TOTAL COMMUNITY WEALTH/EQUITY 

250,299,633 

47,137,174 

203,162.514 


Explanations for material variances 
{Amounts uver/above RL5 million) 

Variances are due to Incorrect use of contra items on the 
statement of financial position while performing the budget. 



KAN N A LAND MUNICIPALITY 

AL FI W Af| Cl AL ST ATS MENTS FORTHE TEAR ENDED 30 JUNE 2Q19 


STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 20 19 

ADJUSTMENTS TO APPROVED BUDGET 



2015 

2019 

2019 


R 

ft 

R 


(Original Budgetl 

{Adjustments! 

(Fins! Budget) 

ASSETS 




Current assets 




Cash 

560,090 


560,000 

Call investment deposits 

950,000 


950,009 

Consumer debtors 

62,964,176 


02,964,176 

Othi-r Receivables 




Current portion of long-term receh/ables 



- 

Inventory 



* 

Total current assets 

64,474,176 


64,474,176 

Nun current assets 




Investments 




Investment property 




Property, plant and equipment 

347,815,39B 


347,815,193 

Intangible Assets 




Heritage Assets 




Total nan current assets 

347,815,398 


347.815,398 

TOTAL ASSETS 

412,289,574 


412,293,574 


LIABILITIES 
Current liabilities 


Bank overdraft 

Borrowing 

Duns u mar deposits 

Trade and other payables 

Provisions and Employe Benefits 

512,000 

43,515.756 

512,000 

43,515,756 

Total currant liabilities 

44,027,756 

44,027,756 

Nun current liabilities 

Barra yying 

Provisions and Employee Benefits 

i,803,Q8? 

36,048,000 

1,801,08? 

36,048,000 

Total non current liabilities 

37,851.092 

37,8511592 

TOTAL LIABILITIES 

81,87B,S3R 

S 1,873,333 

AET ASSETS 

330,410,736 

330,410,736 

COMMUNITY WEALTH 

Accumulated 5urpkjs/(Deficit] 

47,137,174 

47,137,174 


No adjustments were made to the original budget. 


TOTAL COMMUNITY WEALTH/EQUITY 


47,137,174 


47,137,174 



KANNALAND MUNICIPALITY 

ANNUAL FiNANCIAL STATEMENTS f OR THE YEAR ENDED 30 JUNE 2019 


statement of comparison of budget and actual amounts 

STATEMENT OF FINANCIAL PERFORMANCE FO« THE TEAR ENDED 30 JUNE 2019 
COMPARISON OF ACTUAL FIGURES TO FINAL BUDGET 



1019 

2D 19 

2019 




R 

A 

R 

% 



(Actual) 

(Final Budget] 

(Variance) 

(Variance) 

Eitplanations far material adjustments 

REVENUE BY SOURCE 





[Amounts above or below 10%) 

Property rates 

ie r zrs r 2B2 

23.6 29,496 

(7,354,214) 

(311%) 

CouncO allowed- for a rebate which was not in the 
budget. 

Service charge* 

69,672,405 

71,637,5GB 

(1,965,1631 

(2,7%) 


Rental faCi'ities and equipment 

5161,497 

470,5M> 

45.997 

s. art 


Inter eft earned - paternal ini/ettmerrts 

732,342 

793,870 

[62,5261 

(7.3%) 


interest earned - outstanding debtors 

-*,836,373 

5,146,320 

(310,549] 

(6.0%) 


Fines, Pen*ltre* and Forfeits 

6,020,935 

8 , 430,300 

[2,459,311] 

(29.0%) 

Budget was bated on historic figures while -current 
year traffic fines issued decreased. 

trainees and permits 

172,SBD 

169,500 

3,339 

2.0% 


Agenc/and collection seivjc es 

1,053,323 

1,220,000 

(166,677) 

(13.7%) 

Budget was bawd on fristoric figures while current 
veir revenue decreased 

Government Grants and Subsidies 

39,397,721 

39,652,160 

24S r S6i 

0.6% 


Other revenue 

396,667 

323,900 

72,767 

22.5% 

These figures correlate to building and other 


activities and thus linked to the performante of 
the I oral economy. 


Tntaf Opera ting Revenue 

139,574,436 

151,524,214 

(11,949,728) 



EXPENDITURE BY TYPE 

Emplovw related costs 

55.4 37,037 

55,171.654 

265,383 

0,5% 


Remuneration of cou ncitlors 

3,323,290 

3,130.650 

192,640 

6.256 


Debt impairment 

8,575,10? 

14,183.D00 

(5,607,893) 

[39,5%] 

Budget figures were based cm historic figures, but 
the prior year impairment was higher due eo new 
application of nnlkv, 

Depreciation & assert Impairment 

13,469,197 

10,660,845 

2,808,352 

26.3% 

Due to an rnixeaje in infrastructure and either 
assets, depreciation increased. 

Finance charge s 

(2,366,091) 

920,638 

(3,736,729) 

|411 3%} 

Accounting Entries on provision for landfill sites 
Caused in j reduction of Interest. This provision fs 
Cal tula ted at yea r end by external experts, thus 
would npT be known when the budget was 

nm-fnrna^rJ 

Bulk purchases 

35,536,554 

3 2,2 BE, 681 

3.277,873 

10.2% 

Difficult to budget due to NERSA Increases. 

Other expenditure 

Total Operating Expenditure 

24,302,981) 

137.778,074 

1,796,412 

34,296,769 

150,622,237 

901,977 

(9,993,789) 

[12.844,163) 

894.435 

(29,1%) 

Savings nn expenditure. 

Government Grants and Subsidies - Capital 

18,343,740 

23.443,200 

(5,104.460} 

(21,8%) 

The recognition criteria for some grant income 
was not met during the year and were carried 
over. 

G jkttrtLoisf on Sale of Fixed Assets 

{147,673} 


(347,678) 

100.0% 


Contributed Assets 

190,997 


190,997 

100.0% 


Inventories: (Write-downJ/ReyersEiJ of Write-down to 

Net Realisable Value 

(49,756) 


|4E),756j 

100,0% 

There were nop revision made in the budget fo r 
accounting entries relating to these aeeJs that 

Impairment Loss/(Reversa 1 rrf Impairment Loss) on 
Receivables 

(8.310.385| 

‘ 

[E,B10,385) 

100.0% 

require professional: judgement and 
interpretations, 

(Impairment Less)/Keverso( od Impairment Loss on 
fixed Assets 

(513,443) 

10,810,037 

24,350,177 

(512,443) 

[4.019,028) 

100.0% 
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KANN ALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE *EAR ENDED 30 JUNE 2019 


STATEMENT OF COMPAQ SOM OF BUDGET AND ACTUAL AMOUNTS 
STATEMENT OF FINANCIAL PERFORMANCE FOIL THE /EAR ENDED 30 JUNE 2010 

ADJUSTMENTS TO APPROVED BUDGET 



2015 

2018 

2019 


R 

R 

R 


(Original Budget] 

[Adjustments] 

(Final Budget] 

REVENUE &Y SOURCE 

Properly rates 

Zfl.H3.Q7a 

3,516,418 

23,629,496 

Service charges 

74.994,195 

(3*356,627] 

71,637,563 

Rental Of facHfEteS and equipmen-t 

908,980 

(433,490) 

470,500 

Interest earned - external investments 

500,000 

293, B70 

793,870 

imereti earned - outstanding debtors 

5,326,920 

(180,000) 

5,140,920 

Dfyidentfc 

3,000 

(3,000) 


Fines, Penalties and Forfeits 

a,436,001 

(5,700) 

fl,480,300 

Licences *nd permit* 

152,09-i 

17,406 

169,500 

Agency sendees 

960,000 

260,000- 

1,220,000 

Government Grant* and Subsidies - Operating 

33,145,800 

6,506,360 

39.652,160 

Other revenue 

1*370,150 

f 1,552,250] 

323,900 

Total Operating Revenue 

146,466,217 

5,057,997 

151,524,214 

EXPENDITURE »Y TYPE 

Employ** related costs 

55,215,411 

(43,757) 

55,171,654 

Remuneration of councilkrrs 

3,052,500 

76,150 

3*130,650 

Debt Impairment 

16,017,520 

{1,334,520-) 

14,103,000 

Depreciation Si asset impairment 

10,660,345 


10.660.345 

Finance charges 

421,630 

490,003 

920,638 

Sulk purchases 

32,258,651 


32.250,681 

Grants and subsidies paid 

3,126,000 

(160,000) 

2,966,000 

Other expenditure 

23,224,656 

6,106,113 

31,330,769 

Loss on disposal of PPE 




Total Opera ting E spend iture 

143,377,243 

6,644,004 

150,622,297 

Opera ting Surplus/ioeflclt) for the year 

2,4&B.974 

(1,586,997] 

001,977 

Government Grants and Subsidies - Capital 

44.64E,20fl 

(21.200,000) 

23.448,200 

Galns/fLaisl an Sale of Filed Assets 


- 

* 

Contributed Assets 




Net Surplus/[Deficit) for the year 

47,137*174 

(22,786,997) 

24,350,177 


There was an rsmte with the system calcufating rales incorrectly 
with the Initial budget. 

There was an b sue with the system catajJntlng rates incorrectEy 
with the iriFtiaF budget. 


Ad dlti&rtal grants proclai mad, 


Indications showed there might be a decrease Jn provision. 


Increase in anticipated genera) expenditure. 


Grants initially budgeted for were not received 





KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOTj THE TEAR E NtJED 3D JUNE 2019 


STATEMENT OF COMPARISON OF BUDGET AND AC TU At, AM 0 U NTS 
CASH FLOW STATEMENT FDA THE YEAR ENDED 30 JUNE 2019 

COMPARISON OF ACTUAL FIGURES TD FINAL BUDGET 


CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 

Ratepayers and other 
Government - operating 
Government' capital 
Interest 
Payments 

Suppliers and Employees 
Finance charts 
Transfers and Grafts 

NET CASK FROM/(USEO] OPERATING ACTIVITIES 
CASHFLOWS FROM I WESTING ACTIVITIES 
Receipts 

□ecnease/lhncrease) in non-current investments 
Payments 
Capital ai'^ts 

NET CASH FROM/fUSED] INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 
Receipts 

Borrowing 

innrease/JdecreBieJ in consumar deposits 

Payments 

Aepayrrtent of borrawrnfi 
NET CASK FFtOM/fUSED) FINANQNG ACTIVITIES 
NET IN CUE ASE/( DECREASE) IN CASH HELD 

Cash and Cash Equivalents at ihe beglrmrrtg af the year 
Cash and Cash Equivalent! at the end of the year 


2019 

2019 

R 

R 

(Actual) 

(Fj'npl Budget) 

66. OGS.ail 

J3.7l4.SflE 

41,242.329 

3,917,527 

18,343,740 

23,332.577 

3,sea,m 

4,601,370 

(127,597,521) 

(122,3S £,754) 

4866,091 

(920.636) 

(405,512) 

{7S1.DI1E1) 


28.037,151 (iS.4S2.272) 


(17,563>39J) (25,319,2Q0| 

[17.553 >3971 (25,119,200) 


10,949 

(fl52,JH|) [720.000] 

(441.233) (720,000) 


10.082.521 (4431,472) 


2>5«,713 

1,944,905 


11,631,234 

(42,7SS,5fifi) 



2019 

R 

(Variance) 


14.354.165 

37,325,402 

(4,950,337) 

957,343 

(5.210,767) 

3.786,729 

345.38B 

45,579,423 


10.949 

267,fllfi 

278,757 

54,413.993 

3.S07 

54.417.SO0 


Explanations far material variances 

over/above fti.S million 

Variances are due to incorrect of contra Hems cm the 
statement of financial position while performing the 
budget 





KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR I HE YEAR ENDED 30 JUNE 2019 


STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
CASH FLOW STATEMENT FOR THE TEAR ENDED 30 JUNE 2019 


ADJUSTMENTS TO APPROVED BUDGET 



2Q1S 

2015 

2019 



R 

R 

R 



(Approved Budget) 

(Adjustments) 

(Final Budget) 


CASH FLOW FROM OPERATING ACTIVITIES 





Receipts 





Ratepayers and other 

09,795,317 

(16,031.171) 

73,714.545 

Variances arc due to incorrect us* of contra items on the 

Government - operating 

33,145,300 

(29,229,273) 

3,917,527 

statement of financial position while performmE the 

Government - capital 

44.648,2D0 

{21,316,6 23{ 

23,332,577 

budget. 

interest 

3,433,600 

1.197,770 

4,601,370 


Payments 





Suppliers and Employees 

1122,561,248) 

474,494 

(122,386,754) 


Finance charges 

(421,83(7) 

(459,0GB) 

[920>&3S) 


Transfars and Grants 

(SS 1,000) 

(200,GOG) 

(751,000) 


NET CASH FR0M/{U5£DJ OPERATING ACTIVITIES 

47,189,539 

{65,681,011) 

(18,492,272) 



CASH FLOWS FROM INVESTING ACTIVITIES 


Receipts 

Proceeds on disposal of Assets 
Deerease/frncireasei in nonKurrsnE recervahles 
Decrease, [mereaw} in non-current mwestments 
Payments 
Capital assets 

NET CASK FROM/WSED) INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 
Receipt* 

Borrowing 

lncrsasE/{decrease) in consumer deposits 

Payments 

Repayment of borrowing 
NET CASH FROM/fUSED} FINANQNG ACTIVTTIFS 
NET INCREA5L/(DLCKLASL) IN CASH HELD 

Cash and Cash Equivalents at the beginning of rheyear 


(44,648,200) 

19^29,000 

(25,119,200) 

(44,5401,200) 

19.529.0OEJ 

(25,119,200) 





[720,000] 


(720,000) 

{720,000) 

- 

(720,000) 

1,321,339 

{46,152,811} 

(44,331*472) 


56U.000 

984,905 

2,331,339 

(4S r 167,905) 


Cash and Cash Equivalents at ths end of the year 





KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 20X9 
X. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS 

1.1. BASIS OF PREPARATION 

The financial statements have been prepared on an accrual basis of accounting and are in 
accordance with historical cost convention unless specified otherwise. 

The financial statements have been prepared in accordance with the Municipal Finance 
Management Act (MFIVIA) and effective standards of Generally Recognised Accounting Practices 
[GRAP), including any interpretations and directives issued by the Accounting Standards Board (ASB) 
in accordance with Section 122(3) of the Municipal Finance Management Act, (Act No 56 of 2003). 

Accounting policies for material transactions, events or conditions not covered by the GRAP 
reporting framework, have been developed in accordance with paragraphs 8, 10 and 11 of GRAP 3 
(Revised - March 2012) and the hierarchy approved in Directive 5 issued by the Accounting 
Standards Board. 

A summary of the significant accounting policies, which have been consistently applied except where 
an exemption has been granted, are disclosed below. 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is permitted or 
required by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year's 
financial statements, unless explicitly stated otherwise, The details of any changes in accounting 
policies are explained in the relevant notes to the financial statements. 

In terms of Directive 7: "The Application of Deemed Cost on the Adoption of Standards of GRAP" 
issued by the Accounting Standards Board, the Municipality applied deemed cost to Investment 
Property, Property, Plant and Equipment and Intangible where the acquisition cost of an asset could 
not be determined. 


1.2. PRESENTATION CURRENCY 

Amounts reflected in the financial statements are in South African Rand and at actual values. 
Financial values are rounded to the nearest one Rand, 


1.3. GOING CONCERN ASSUMPTION 

These financial statements have been prepared on a going concern basis. 
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KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


1.4. COMPARATIVE INFORMATION 

When the presentation or classification of items in the financial statements is amended, prior period 
comparative amounts are restated, unless a standard of GRAP does not require the restatements of 
comparative information. The nature and reason for the reclassification is disclosed. Where 
material accounting errors have been identified in the current year, the correction is made 
retrospectively as far as is practicable, and the prior year comparatives are restated accordingly, 
Where there has been a change in accounting policy in the current year, the adjustment is made 
retrospectively as far as is practicable, and the prior year comparatives are restated accordingly. 

1.5 AMENDED DISCLOSURE POLICY 

Amendments to accounting policies are reported as and when deemed necessary based on the 
relevance of any such amendment to the format and presentation of the financial statements. The 
principal amendments to matters disclosed in the current financial statements include errors, 

L6. MATERIALITY 

Material omissions or misstatements of items are material if they could, individually or collectively, 
influence the decision or assessments of users of the financial statements, Materiality depends on 
the nature or size of the omission or misstatements judged In the surrounding circumstances. The 
nature or size of the information item, or a combination of both, could be the determining factor. 
Materiality is determined as 1 % of total operating expenditure. This materiality is from 
management's perspective and does not correlate with the auditor's materiality. 

1.7. PRESENTATION OF BUDGET INFORMATION 

The presentation of budget information is prepared in accordance with GRAP 24 and guidelines 
issued by National Treasury. The comparison of budget and actual amounts is disclosed as a 
separate additional financial statement, namely Statement of comparison of budget and actual 
amounts, 

Budget information is presented on the accrual basis and is based on the same period as the actual 
amounts. The budget information is therefore on a comparable basts to the actual amounts. 

The comparable information includes the following: 

* the approved and final budget amounts; 

* actual amounts and final budget amounts; 

Explanations for differences between the approved and final budget are Included in the Notes to the 
Financial Statements. 

Explanations for material differences between the final budget amounts and actual amounts are 
included the Notes to the Financial Statements. 

The disclosure of comparative information In respect of the previous period is not required in terms 
of GRAP 24. 
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KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


L8* STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET 
EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been early 
adopted by the Municipality: 


Standard 

Description 

Effective Date 

GRAP 13 (as amended) 

Segment reporting 

The objective of this Standard is to establish principles for 
reporting financial information by segments. 

The impact of the Standard on the financial statements 
will not be significant other than additional disclosures. 

1 April 2020 

GRAP32 

Service concession arrangements; Grantor 

The objective of this Standard is to prescribe the 
accounting for service concession arrangements by the 
grantor and a public entity. 

No significant impact is expected as no such transactions 
or events are expected in the foreseeable future. 

1 April 2019 

GRAP34 

Separate financial statements 

The objective of this Standard is to prescribe the 
accounting and disclosure requirements for Investments 

In controlled entities, joint ventures and associates when 
an entity prepares separate financial statements. 

No significant impact is expected as no such transactions 
or events are expected in the foreseeable future, 

1 April 2020 

GRAP35 

Consolidated financial statements 

The ohjectfve of this Standard fs to establish principles for 
the presentation and preparation of consolidated 
financial statements when an entity controls one or more 
other entities. 

No significant impact is expected as no such transactions 
or events are expected in the foreseeable future. 

1 April 2020 

GRAP36 

Investments in associates and joint ventures 

The objective of this Standard is to prescribe the 
accounting for investments in associates and joint 
ventures and to set out the requirements for the 
application of the equity method when accounting for 
investments in associates and joint ventures. 

No significant impact is expected as no such transactions 
or events are expected in the foreseeable future. 

1 April 2020 
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KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


GRAP 37 

Jotnt arrangements 

The objective of this Standard is to establish principles for 
financial reporting by entities that have an interest in 
arrangements that are controlled jointly (he. joint 
arrangements). 

No significant impact Is expected as no such transactions 
or events are expected in the foreseeable future 

1 April 2020 

GRAP 38 

Disclosure of interest in other entities 

The objective of this Standard is to require an entity to 
disclose information that enables users of Its financial 
statements to evaluate: 

(a) the nature of, and risks associated with, its Interests in 
controlled entities, unconsolidated controlled entities, 
joint arrangements and associates, and 

(b) the effects of those interests on its financial position, 
financial performance and cash flows. 

No significant impact is expected as no such transactions 
or events are expected in the foreseeable future. 

1 April 2020 

GRAP109 

Accounting by principles and agents 

The objective of this Standard Is to outline principles to 
be used by an entity to assess whether it is party to a 
principal-agent arrangement, and whether it Is a principal 
or an agent in undertaking transactions in terms of such 
an arrangement 

No significant impact is expected. Additional disclosure 
may be required. 

1 April 2019 

GRAP 110 

Living and non-living resources 

The objective of this Standard is to prescribe the 
recognition, measurement, presentation and disclosure 
requirements for living resources; and disclosure 
requirements for non-living resources. 

No significant impact is expected as no such transactions 
or events are expected in the foreseeable future. 

1 April 2020 
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KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


IGRAP 1 

(Original - June 2012) 


Probability test on initial recognition of revenue 

In the public sector, entities are required to provide 
goods or services end to levy taxes, fines, licence fees and 
other types of non-exchange revenue in accordance with 
their legislative mandate. At the time of invoicing, there 
may be uncertainty as to whether the revenue will 
ultimately be collected based on the entity's exposure to 
credit risk. Nevertheless, entities often continue to 
provide goods or services and levy fees despite non¬ 
payment as they are required In terms of their legislative 
mandate to undertake these functions and collect the 
revenue due to them. 

For example, a municipality is required in terms of the 
Property Rates Act to levy property rates on the property 
owner based on the value of the property. These rates 
are levied without considering the collectability thereof 
as any possible non-payment Is a subsequent event. 

No impact as initial recognition includes all revenue with 
a provision for doubtful debt. 


1 April 2020 


IGRAP 17 


Service Concession Arrangements where a grantor 
controls a significant residual interest in an Asset 

The Interpretation of the Standards is to provide guidance 
to the grantor where it has entered into a service 
concession arrangement, but only controls, through a 
significant residual interest in a service concession asset 
at the end of the arrangement, where the arrangement 
does not constitute a lease. 

No significant impact is expected as no such transactions 
or events are expected in the foreseeable future. 


1 April 2019 


IGRAP 18 


Recognition and derecognition of land 

This Interpretation provides guidance on when an entity 
should recognise and derecognise land as an asset in its 
financial statements based on "control". Control includes, 
but is not limited to, legal title to land. Other rights are 
also considered in assessing whether land Is controlled. 
The municipality needs to assess whether there are any 
changes to binding agreements that may Impact its 
assessment of control. It Is unlikely that there will be a 
material impact._ 


1 April 2019 


IGRAP 19 


Liabilities to pay levies 

The Interpretation provides guidance on the accounting 
for levies in the financial statements of the entity that is 
paying the levy. It clarifies when entitles need to 
recognise a liability to pay a levy that is accounted for in 
accordance with GRAP 19. 

No significant impact is expected as the Municipality's 
current treatment is already in line with the 
interpretation___ 


1 April 2019 
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KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


(GRAP 20 

[Original - Dec 2018} 

Accounting for adjustment of revenue 

The objective of this Standard is to assess whether new 
information that becomes known to the entity will lead to 
an adjustment to revenue already recognised, including 
interest and penalties, as the correction of an error or 
prior period error where the entity: 

(a) has not followed a proper due process to promulgate 
the tariff, basis, 

percentage or formula to charge the revenue; and/or 

(b) incorrectly applied the tariff, basis, percentage or 
formula in charging revenue. 

1 April 2020 


No such transactions or events are expected in the 
foreseeable future. 



Guideline accounting for housing arrangements 
undertaken in terms of the National Housing 

Programme 

The Guideline indicates how municipalities should 
account for the activities they undertake for the 
department of Human Settlements in terms of the 

National Housing Programme, 

It is unlikely that there will be a materia! impact. 

1 Aprif 2019 


These standards, amendments and interpretations will not have a significant impact on the 
Municipality once implemented. 


1.9. LEASES 

Leases are classified as finance leases where substantially all the risks and rewards associated 
with ownership of an asset are transferred to the Municipality. Property, plant and equipment or 
intangible assets (excluding licensing agreements for such items as motion picture films, video 
recordings, plays, manuscripts, patents and copyrights) subject to finance lease agreements are 
initially recognised at the lower of the asset's fair value and the present value of the minimum 
lease payments. The corresponding liabilities are initially recognised at the inception of the lease 
and are measured as the sum of the minimum lease payments due In terms of the lease 
agreement, discounted for the effect of interest, 3n discounting the lease payments, the 
Municipality uses the interest rate that exactly discounts the lease payments and unguaranteed 
residual value to the fair value of the asset plus any direct costs incurred. 
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KANNALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 

Subsequent to Initial recognition, the leased assets are accounted for in accordance with the 
stated accounting policies applicable to property, plant and equipment, investment property or 
intangibles assets. The lease liability is reduced by the lease payments, which are allocated 
between the lease finance cost and the capital repayment using the effective interest rate 
method. Lease finance costs are expensed when incurred. The 

accounting policies relating to de-recognition of financial instruments are applied to lease 
payables. 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease rentals are recognised on a straight-line basis over the term of the relevant 
lease. The difference between the straight-lined expenses and actual payments made will give 
rise to a liability. The Municipality recognises the aggregate benefit of incentives as a reduction 
of rental expense over the lease term, on a straight-line basis unless another systematic basis is 
representative of the time pattern of the lessee's benefit from the use of the leased asset. 


1.10. UNSPENT CONDmONAL GOVERNMENT GRANTS AND RECEIPTS 

Conditional government grants are subject to specific conditions, if these specif c conditions are 
not met, the monies received are repayable. 

Unspent conditional grants are financial liabilities that are separately reflected on the Statement 
of Financial Position, They represent unspent government grants, subsidies and contributions 
from government organs. This liability always has to be cash-backed. The following provisions are 
set for the creation and utilisation of this creditor: 

* Unspent conditional grants are recognised as a liability when the grant is received. 

* When grant conditions are met an amount equal to the conditions met are transferred to 
revenue in the Statement of Financial Performance. 

* The cash which backs up the creditor is invested as individual investment or part of the 
general investments of the Municipality until it is utilised. 

* interest earned on the investment is treated in accordance with grant conditions. If it is 
payable to the funder it is recorded as part of the creditor, if it is the Municipality's 
interest, it is recognised as interest earned in the Statement of Financial Performance, 

The same accounting principles will be applied with the recognition of unspent Public 
Contributions. 

1.11, UNPAID CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Unpaid conditional grants are assets in terms of the Framework that are separately reflected on 
the Statement of Financial Position. The asset is recognised when the Municipality has an 
enforceable right to receive the grant as set out in note 1.11 or If it is virtually certain that it will 
be received based on that grant conditions have been met. They represent unpaid government 
grants, subsidies and contributions from the public. 



kannaland municipality 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019_ 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 
1.12, PROVISIONS 

Provisions are recognised when the Municipality has a present legal or constructive ^'igaton as 
a result of past events, it is probable that an outflow of resource embodying economic benefits 
o/service potential will be required to settle the obligation and a reliable estimate o e 
□revision can be made. Provisions are reviewed at reporting date and adjusted to reflect e 
current best estimate of future outflows of resources. Where the effect is material, non-curren 
provisions are discounted to their present value using a discount rate that ref ects he market s 
current assessment of the time value of money, adjusted for risks specific to the ty, 

The Municipality does not recognise a contingent liability or contingent asset A contingent 
I bilhy diseased unless the probability of an outflow of resources embodying economic 
benefits or service potential is remote. A continent asset is disclosed where an inflow of 
economic benefits or service potential is probable. 

Future events that may affect the amount required to settle an obligation are reflected in the 
amount of a provision where there is sufficient objective evidence that they will occur. Gains 
from the expected disposal of assets are not taken into account in measuring a provision. 
Provisions are not recognised for future operating losses. The present obligation under an 
onerous contract is recognised and measured as a provision. 

The amount recognised as a provision is the best estimate of the expenditure required to settle 
the present obligation at the reporting date. 

If it is no looser probable that ah outflow of resources embodying economic benefits or service 
potential will be required to settle the obligation, the provision is de-recognised. 

1.13. EMPLOYEE BENEFITS 

Defined contribution plans are post-employment benefit plans under which the Municipality 
□ays fixed contributions into a separate entity (a fund) and will have no legal or construct,v 
obligation to pay further contributions if the fund does not hold sufficient assets o p y 
employee benefits relating to employee service in the current and prior perio s. 

Defined benefit plans are post-employment benefit plans other than defined contribution plans. 

1.13,1 Post-Retirement Medical Obligations 

The Municipality provides post-retirement medical benefits by subsidizing the medical aid 
contributions of certain retired staff according to the rules of the medical aid funds. Council pay 
60% as contribution and the remaining 40% is paid by the members. The entitlementto these 
benefits is usually conditional on the employee remaining in service up to retirement age 
Setion of a minimum service period. The present value of the defined bene ,t l..b. ty 
actuarial^ determined in accordance with GRAP 25 - "Employee Benefits (using a discount 
applicable to high quality government bonds). The plan is unfunded. 
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These contributions are recognised in the Statement of Financial Performance when employees 
have rendered the service entitling them to the contribution. The liability was calculated by 
means of the projected unit credit actuarial valuation method. The liability in respect of current 
pensioners is regarded as fully accrued; and is therefore not split between a past (or accrued) 
and future in-service element. The liability is recognised at the present value of the defined 
benefit obligation at the reporting date, minus the fair value at the reporting date of plan assets 
(if any) out of which the obligations are to be settled directly, plus any liability that may arise as a 
result of a minimum funding requirements. Payments made by the Municipality are set-off 
against the liability, including notional interest, resulting from the valuation by the actuaries and 
are recognised in the Statement of Financial Performance as employee benefits upon valuation. 

Actuarial gains and losses arising from the experience adjustments and changes In actuarial 
assumptions, is recognised in the Statement of Financial Performance in the period that it occurs. 
These obligations are valued annually by independent qualified actuaries, 

1.13.2 Long Service Awards 

Long service awards are provided to employees who achieve certain pre-determined milestones 
of service within the Municipality. The Municipality's obligation under these 

plans are valued by independent qualified actuaries annually and the corresponding liability is 
raised. Payments are set-off against the liability, including notional interest, resulting from the 
valuation by the actuaries and are recognised in the Statement of Financial Performance as 
employee benefits upon valuation. 

Actuarial gains and losses arising from the experience adjustments and changes in actuarial 
assumptions, is recognised in the Statement of Financial Performance in the period that it occurs. 
These obligations are valued annually by independent qualified actuaries. 

1.133 Provision for Staff Leave 

Liabilities for annual leave are recognised as they accrue to employees. The liability is based on 
the total amount of leave days due to employees at year-end and also on the total remuneration 
package of the employee. 

Accumulating leave is carried forward and can be used in future periods if the current period s 
entitlement is not used in full All unused leave will be paid out to the specific employee at the 
end of that employee's employment term. 

Accumulated leave is vesting, 

1.13,4 Staff Bonuses Accrued 

Liabilities for staff bonuses are recognised as they accrue to employees. The liability at year end 
is based on bonus accrued at year-end for each employee. 
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1.13.5 Pension and retirement fund obligations 

The Municipality provides retirement benefits for its employees and councillors. Denned 
contribution plans are post-employment benefit plans under which the Municipality pays fixed 
contributions into a separate entity (a fund) and will have no legal or constructive obligation to 
pay further contributions if the fund does not hold sufficient assets to pay all employee benefits 
relating to employee service in the current and prior periods. The contributions to fund 
obligations for the payment of retirement benefits are recognised in the Statement of Financial 
Performance in the year they become payable. The defined benefit funds, which are 
administered on a provincial basis, are actuarially valued tri-annualty on the projected unit credit 
method basis. Deficits identified are recovered through lump sum payments or Increased future 
contributions on a proportional basis to all participating municipalities The contributions and 
lump sum payments are recognised in the Statement of Financial Performance in the year they 
become payable. Sufficient information is not available to use defined benefit accounting for a 
multi-employer plan. As a result, defined benefit plans have been accounted for as if they were 
defined contribution plans. 

1.13.6 Other Short-term Employee Benefits 

When an employee has rendered service to the Municipality during a reporting period, the 
Municipality recognises the undiscounted amount of short-term employee benefits expected to 
be paid in exchange for that service: 

• as a liability (accrued expense), after deducting any amount already paid, if the amount 
already paid exceeds the undiscounted amount of the benefits, the Municipality 
recognises that excess as an asset (prepaid expense) to the extent that the prepayment 
will lead to, for example, a reduction in future payments or a cash refund; and 

* as an expense, unless another Standard requires or permits the inclusion of the benefits in 
the cost of an asset. 

113,7 Provision for Performance Bonuses 

A provision, in respect of the liability relating to the anticipated costs of performance 
bonuses payable to Section 57 employees, is recognised as it accrues to Section 57 
employees. Municipal entities' performance bonus provisions are based on the employment 
contract stipulations as well as previous performance bonus payment 

1.14. BORROWING COSTS 

The Municipality recognises all borrowing costs as an expense in the period in which they are 
incurred. 
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1.15. PROPERTY, PLANT AND EQUIPMENT 
1.15.1 Initial Recognition 

Property, plant and equipment are tangible norvcurrent assets (including infrastructure assets) 
that are held for use in the production or supply of goods or services, rental to others, or for 
administrative purposes, and are expected to be used during more than one year. The cost of an 
item of property, plant and equipment is recognised a$ an asset if r and only if it is probable that 
future economic benefits or service potential associated with the item will flow to the 
Municipality, and the cost or fair value of the item can be measured reliably. Items of property, 
plant and equipment are initially recognised as assets on acquisition date and are initially 
recorded at cost. The cost of an item of property, plant and equipment is the purchase price and 
other costs attributable to bring the asset to the location and condition necessary for it to be 
capable of operating in the manner intended by the Municipality. Trade discounts and rebates 
are deducted in arriving at the cost. The cost also includes the necessary costs of dismantling and 
removing the asset and restoring the site on which it is located. 

When significant components of an item of property, plant and equipment have different useful 
lives, they are accounted for as separate items (major components) of property, plant and 
equipment 

Where an asset rs acquired by the Municipality for no or nominal consideration (i.e. a non¬ 
exchange transaction), the cost is deemed to be equal to the fair value of that asset on the date 
acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary 
asset or monetary assets, or a combination of monetary and non-monetary assets, the assets 
acquired is initially measured at fair value (the cost}. It the acquired 

item's fair value is not determinable, its deemed cost is the carrying amount of the asset(s) given 
up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the 
Municipality expects to use them during more than one period. Similarly, if the major spare parts 
and servicing equipment can be used only in connection with an item of property, plant and 
equipment, they are accounted for as property, plant and equipment. 

1.15,2 Subsequent Measurement- Cost Model 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost 
less accumulated depreciation and any accumulated impairment losses. Apart from the Landfill 
site, Land is not depredated as it is deemed to have an indefinite useful life. Where the 
Municipality replaces parts of an asset, it derecognises the part of the asset being replaced and 
capitalises the new component Subsequent expenditure incurred on an asset Is capitalised 
when it increases the capacity or future economic benefits or service potential associated with 

the asset. 
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1.15.3 Depreciation and Impairment 

Depreciation is calculated on the depreciable amount, using the straight-line method over the 
estimated useful lives of the assets. Depreciation of an asset begins when it is available for use, 
Le. when it is in the location and condition necessary for it to be capable of operating in the 
manner intended by management. Components of assets that are significant in relation to the 
whole asset and that have different useful lives are depreciated separately. The estimated useful 
lives, residual values and depredation method are reviewed at each year end, with the effect of 
any changes in estimate accounted for on a prospective basis. The annual depreciation rates are 
based on the following estimated useful lives: 


INFRASTRUCTURE 

YEARS 

* Storm water & Roads 

3-100 

■ Electricity 

10-67 

* Water 

6-115 

* Sewerage 

10-110 

e Other 

50 



COMMUNITY 


* Libraries 

100 

* Parks & Gardens 

50 

* Cemetery 

35 

* Community Halls 

35 

* Others 

75 

* Sports Fields and Stadia 

50 



FINANCE LEASED ASSETS 


® Office Equipment 

1-14 



UNO AND BUILDINGS 


■ Buildings 

5-140 

o Land 

0 

* Rehabilitation of Landfill Sites 

10-30 



OTHER 


* IT Equipment 

1-12 

» Furniture & Office Equipment 

1-35 

* Motor Vehicles 

1-26 

* Office Equipment 

1-14 

# Plant and Equipment 

1-30 


Property, plant and equipment are reviewed at each reporting date for any indication of 
impairment, if any such indication exists, the asset's recoverable amount is estimated. 

The impairment recognised in the Statement of Financial Performance is the excess of the 
carrying value over the recoverable amount. 
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An impairment is reversed only to the extent that the asset's carrying amount does not exceed 
the carrying amount that would have been determined had no impairment been recognised. A 
reversal of impairment is recognised in the Statement of Financial Performance. 


1.15.4 De-recognition 


1.15.5 


Items of property, plant and equipment are derecognised when the asset is disposed or w en 
there are no further economic benefits or service potential expected from the use of the asset. 
The gain or loss arising on the disposal or retirement of an item of property, plant and equipment 
is determined as the difference between the sales proceeds and the carrying value and is 
recognised in the Statement of Financial Performance. 

Land and buildings and Other Assets - application of deemed cost (Directive 1 ) 


The Municipality opted to take advantage of the transitional provisions as contained in Directive 
7 of the Accounting Standards Board, issued in December 2009. The Municipality a PP iie ^ 
deemed cost where the acquisition cost of an asset could not be determined. For Land and 
Buildings, the fair value as determined by a valuator was used 


in order to determine the deemed cost as on 1 July 2009. For Other Assets, the depreciation cost 
method was used to establish the deemed cost as on 1 July 2008. 


1.16. INTANGIBLE ASSETS 


1.16.1 Initial Recognition 

An intangible asset is an identifiable non-monetary asset without physical substance. 

An asset meets the identifiable criterion in the definition of an intangible asset when it, 

. is separable, i.e. is capable of being separated or divided from the Municipality and sold 
transferred, licensed, rented or exchanged, either individually or together with a related 
contract, identifiable asset or liability, regardless of whether the Municipality intends to 

do so; or 

* arises from binding arrangements from contracts, regardless of whether those rights are 
transferable or separable from the Municipality or from other rights and obligations. 


The Municipality recognises an intangible asset in its Statement of Financial Position only when t 
is probable that the expected future economic benefits or service potential that are attributable 
to the asset will flow to the Municipality and the cost or fair value of the asset can be measured 

reliably. 


Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, 
or a combination of monetary and non-monetary assets, the asset acquired is imtia y measure 
at fair value (the cost). If the acquired item's fair value is not determinable, it s deemed cost is 
the carrying amount of the asset(s) given up. 
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1.16.2 Subsequent Measurement- Cost Model 

Intangible assets are subsequently carried at cost less accumulated amortisation and any 
accumulated impairments losses. The cost of an intangible asset is amortised over the useful life 
where that useful life is finite. Where the useful life is indefinite, the asset is not amortised but Is 
subject to an annual impairment test 

1.16.3 Amortisation and Impairment 

Amortisation is charged so as to write off the cost or valuation of intangible assets over its 
estimated useful lives using the straight-line method. Amortisation of an asset begins when it is 
available for use, i.e. when it is in the condition necessary for it to be capable of operating in the 
manner intended by management. Components of assets that are significant in relation to the 
whole asset and that have different useful lives are amortised separately. The estimated useful 
lives, residual values and amortisation method are reviewed at each year end, with the effect of 
any changes in estimate accounted for on a prospective basis. The annual amortisation rates are 
based on the following estimated useful lives: 

Years 

Computer Software 3-19 


1.16.4 De-recognition 

Intangible assets are derecognised when the asset is disposed or when there are no fuither 
economic benefits or service potential expected from the use of the asset. The gain or loss 
arising on the disposal or retirement of an intangible asset is determined as the difference 
between the sales proceeds and the carrying value and is recognised in the Statement of 
Financial Performance- 

1.16.5 Application of deemed cost (Directive 7) 

The Municipality opted to take advantage of the transitional provisions as contained In Directive 
7 of the Accounting Standards Board, issued in December 2009. The Municipality applied 
deemed cost where the acquisition cost of an asset could not be determined. For Intangible 
Assets, the depreciated replacement cost method was used to establish the deemed cost as on 1 
July 2003. 
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1.17. INVESTMENT PROPERTY 

1.17.1 Initial Recognition 

Investment property is recognised as an asset when and only when: 

# it is probable that the future economic benefits or service potential that are associated 
with the investment property will flow to the Municipality, and 

• the cost or fair value of the investment property can be measured reliably. 

Investment property includes property (land or a building, or part of a building, or both land and 
buildings held under a finance lease) held to earn rentals and/or for capital appreciation, rather 
than held to meet service delivery objectives, the production or supply of goods or services, or 
the sale of an asset in the ordinary course of operations. Property with a currently undetermined 
use, is also classified as investment property. 

At initial recognition, the Municipality measures investment property at cost including 
transaction costs once it meets the definition of investment property. However, where an 
investment property was acquired through a non-exchange transaction {le. where it acquired 
the investment property for no or a nominal value), its cost is its fair value as at the date of 
acquisition. The cost of self-constructed investment property is measured at cost. 

Transfers are made to or from investment property only when there is a change in use. For a 
transfer from investment property to owner occupied property, the deemed cost for subsequent 
accounting is the Fair value at the date of change in use. if owner occupied property becomes an 
investment property, the Municipality accounts for such property in accordance with the policy 
stated under property, plant and equipment up to the date of change in use. 

1.17.2 Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of investment property are measured at cost less 
accumulated depreciation and any accumulated impairment losses. Land is not depreciated as it 
is deemed to have an indefinite useful life. 

1.17.3 Depreciation and Impairment - Cost Model 

Depreciation is calculated on the depreciable amount, using the straight-line method over the 
estimated useful lives of the assets. Depreciation of an asset begins when it is available for use, 
i.e. when it is in the location and condition necessary for it to be capable of operating in the 
manner intended by management. Components of assets that are significant in relation to the 
whole asset and that have different useful lives are depredated separately. The estimated useful 
lives, residual values and depreciation method are reviewed at each year end, with the effect of 
any changes in estimate accounted for on a prospective basis. 

Investment Property Years 

Buildings 30-120 



Page 28 



KANN ALAND MUNICIPALITY 

ANN UAL FINANCIAL STATEMENTS FOR THE YEAR EN DED 30 JUNE 2019 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 

1.17.4 De-recognition 

Investment property is derecognised when it is disposed or when there are no further economic 
benefits expected from the use of the investment property. The gain or loss arising on the 
disposal or retirement of an item of investment property is determined as the difference 
between the sales proceeds and the carrying value and is recognised in the Statement of 
Financial Performance. 

1.17.5 Application of deemed cost - Directive 7 

The Municipality opted to take advantage of the transitional provisions as contained in Directive 
7 of the Accounting Standards Board, issued in December 2009. The Municipality applied 
deemed cost where the acquisition cost of an asset could not be determined. The fair value as 
determined by a valuator was used in order to determine the deemed cost as on Uuly 2009 

1.18 HERITAGE ASSETS 

1.18.1 Initial Recognition 

A heritage asset is defined as an asset that has a cultural, environmental, historical natural, 
scientific, technological or artistic significance and is held and preserved indefinitely for the 
benefit of present and future generations. 

A heritage asset is recognised as an asset if, and only if it is probable that future economic 
benefits or service potential associated with the asset will flow to the Municipality, and the cost 
or fair value of the asset can be measured reliably. 

A heritage asset that qualifies for recognition as an asset is measured at its cost. Where a 
heritage asset is acquired through a non-exchange transaction, its cost is deemed to be its fair 
value as at the date of acquisition, 

1.18.2 Subsequent Measurement - Cost Model 

After recognition as an asset, heritage assets are carried at its cost less any accumulated 
impairment losses. 

1.18.3 Depreciation and Impairment 

Heritage assets are not depreciated 

Heritage assets are reviewed at each reporting date for any indication of impairment If any such 
indication exists, the assets recoverable amount Is estimated. The impairment recognised in the 
Statement of Financial Performance Is the excess of the carrying value over the recoverable 
amount 

An impairment is reversed only to the extent that the asset's carrying amount does not exceed 
the carrying amount that would have been determined had no impairment been recognised. A 
reversal of impairment is recognised in the Statement of Financial Performance. 
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1.184 De-recognition 

Heritage assets are derecognised when it is disposed or when there are no further economic 
benefits expected from the use of the heritage asset The gain or loss arising on the disposal or 
retirement of a heritage asset is determined as the difference between the sales proceeds and 
the carrying value of the heritage asset and is recognised in the Statement of Financial 
Performance. 

1.18.5 Application of deemed cost - Directive 7 

The Municipality opted to take advantage of the transitional provisions as contained in Directive 
7 of the Accounting Standards Board, issued in December 2009. The Municipality applied 
deemed cost where the acquisition cost of an asset could not be determined. The fair value as 
determined by a valuator was used in order to determine the deemed cost as on 1 July 2009. 

1.19, IMPAIRMENT OF NOW-FINANCIAL ASSETS 

1.19.1 Cash-generating assets 

Cash-generating assets are assets held with the primary objective of generating a commercial 
return. 

The Municipality assesses at each reporting date whether there is an indication that an asset may 
be impaired, if any indication exists, or when annual impairment testing for an asset 3s required, 
the Municipality estimates the asset's recoverable amount. 

In assessing whether there is any indication that an asset may be impaired, the Municipality 
considers the following indications: 

(a) External sources of information 

* During the period, an asset's market value has declined significantly more than 
would be expected as a result of the passage of time or normal use. 

* Significant changes with an adverse effect on the Municipality have taken place 

during the period, or will take place in the near future, in the technological, market, 

economic or legal environment in which the Municipality operates or in the market 
to which an asset is dedicated. 

* Market interest rates or other market rates of return on investments have 
increased during the period, and those increases are likely to affect the discount 
rate used in calculating an asset's value in use and decrease the asset's recoverable 
amount materially. 

(b) Internal sources of information 

* Evidence Is available of obsolescence or physical damage of an asset 

* Significant changes with an adverse effect on the Municipality have taken place 

during the period; or are expected to take place in the near future, in the extent to 

which, or manner in which, an asset Is used or is expected to be used. These 
changes include the asset becoming idle, plans to discontinue or restructure the 
operation to which an asset belongs, plans to 
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* dispose of an asset before the previously expected date; and reassessing the useful 
life of an asset as finite rather than indefinite. 

■ Evidence is available from internal reporting that indicates that the economic 
performance of an asset is, or will be, worse than expected. 

The re-designatEon of assets from a cash-generating asset to a non-cash generating asset or from 
a non-cash-generating asset to a cash-generating asset shall only occur when there is dear 
evidence that such a re-designation is appropriate* A re-designation, by itself, does not 
necessarily trigger an impairment test or a reversal of an impairment loss. Instead, the indication 
for an impairment test or a reversal of an Impairment loss arises from, as a minimum, the 
indications listed above. 

An asset's recoverable amount is the higher of an asset's or cash-generating unit's (CGU) fair 
value less costs to sell and its value in use and is determined for an individual asset, unless the 
asset does riot generate cash inflows that are largely independent of those from other assets or 
groups of assets. Where the carrying amount of an asset or CGU exceeds its recoverable amount, 
the asset is considered impaired and Is written down to its recoverable amount. In assessing 
value In use, the estimated future cash flows are discounted to their present value using a pre-tax 
discount rate that reflects current market assessments of the time value of money and the risks 
specific to the asset. In determining fair value less costs to sell, an appropriate valuation model is 
used. Impairment losses are recognised in the Statement of Financial Performance in those 
expense categories consistent with the function of the impaired asset. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the asset 
is adjusted in future periods to allocate the asset's revised carrying amount, less its residual value 
(if any), on a systematic basis over its remaining useful life. 

An assessment is made at each reporting date as to whether there is any indication that 
previously recognised impairment losses may no longer exist or may have decreased. If such 
indication exists, the Municipality estimates the asset's or CGU's recoverable amount- A 
previously recognised Impairment loss is reversed only if there has been a change In the 
assumptions used to determine the assets recoverable amount since the fast impairment loss 
was recognised. The reversal is limited so that the carrying amount of the asset does not exceed 
its recoverable amount, nor exceed the carrying amount that would have been determined, net 
of depreciation, had no impairment loss been 

recognised for the asset in prior years. Such reversal is recognised in the Statement of Financial 
Performance. 

1*19.2 Non-cash-generating assets 

Non-cash-generating assets are assets other than cash-generating assets. 

The Municipality assesses at each reporting date whether there is an indication that an asset may 
be impaired- if any indication exists, or when annual impairment testing for an asset is required, 
the Municipality estimates the asset's recoverable service amount. 

In assessing whether there is any indication that an asset may be impaired, the Municipality 
considers the following indications; 
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(a) External sources of information .... 

. Cessation, or near cessation, of the demand or need for sendees provided by Che 

* Significant long-term changes with an adverse effect on the Municipality have 
taken place during the period or will take place in the near future, in the 
technological, legal or government policy environment in which the Municipality 
operates. 

(b) Internal sources of information 

* Evidence is available of physical damage of an asset. 

* Significant long-term changes with an adverse effect on the Municipality have 
taken place during the period, or are expected to take place in the near future, in 
the extent to which, or manner In which, an asset is used or is expected to be used. 
These changes include the asset becoming Idle, plans to discontinue or restructure 
the operation to which an asset belongs, or plans to dispose of an asset before the 
previously expected date* 

* A decision to halt the construction of the asset before it is complete or in a usable 
condition. 

* Evidence Is available from internal reporting that indicates that the service 
performance of an asset is, or will be, significantly worse than expected. 

An asset's recoverable service amount is the higher of a non-cash-generating asset's fair value 
less costs to sell and its value in use. If the recoverable service amount of an asset is less than it s 
carrying amount, the carrying amount of the asset Is reduced to its recoverable service amount 
That reduction is an impairment loss is recognised in the Statement of Financial Performance. 

The value in use of a non-cash-generating asset is the present value of the asset's remaining 
service potential. The present value of the remaining service potential of the asset is determined 
using any one of the following approaches, depending on the nature of the asset in question: 

• depreciation replacement cost approach - the present value of the remaining service 
potential of an asset is determined as the depreciated replacement cost of the asset. The 
replacement cost of an asset is the cost to replace the asset's gross service potential This 
cost is depreciated to reflect the asset in its used condition. An asset may be replaced 
either through reproduction (replication) of the existing 

• asset or through replacement of its gross service potential. The depreciated replacement 
cost is measured as the reproduction or replacement cost of the asset, whichever is lower, 
less accumulated depreciation calculated on the basis of such cost, to reflect the already 
consumed or expired service potential of the asset. 

. restoration cost approach - the cost of restoring the service potential of an asset to its pre¬ 
impaired level. Under this approach, the present value of the remaining service potentia 
of the asset is determined by subtracting the estimated restoration cost of the asset from 
the current cost of replacing the remaining service potential of the asset before 
impairment. The latter cost is usually determined as the depreciated reproduction or 
replacement cost of the asset, whichever is lower. 
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. service unit approach - the present value of the remaining service potential of the asset is 
determined by reducing the current cost of the remaining service potential of the asset 
before impairment, to conform to the reduced number of service units expected from the 
asset in its impaired state. As in the restoration cost approach, the current cost of 
replacing the remaining service potential of the asset before 

• impairment is usually determined as the depreciated reproduction or replacement cost of 
the asset before impairment, whichever is lower. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm s length 
transaction between knowledgeable, willing parties, less the costs of disposal. 

An impairment loss is recognised immediately in surplus or deficit. The Municipality assesses at 
each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for an asset may no longer exist or may have decreased. If any such indication exists, the 
Municipality estimates the recoverable service amount of that asset. 

An impairment loss recognised in prior periods for an asset is reversed if there has been a change 
in the estimates used to determine the asset's recoverable service amount since the last 
impairment loss was recognised. If this is the case, the carrying amount of the asset is increased 
to its recoverable service amount The increased carrying amount of an asset attributable to a 
reversal of an impairment loss does not exceed the carrying amount that would have been 
determined (net of depreciation or amortisation) had no impairment loss been recognised for the 
asset in prior periods. Such a reversal of an impairment loss is recognised in the Statement of 
Financial Performance. 


1.20. INVENTORIES 
1.20.1 Initial Recognition 

inventories comprise of current assets held for sale, consumption or distribution during the 
ordinary course of business. Inventories are recognised as an asset if, and only if, it is probable 
that future economic benefits or service potential associated with the item will flow to the 
Municipality, and the cost of the inventories can be measured reliably. Inventories are initially 
recognised at cost. Cost generally refers to the purchase price, plus non-recoverable taxes, 
transport costs and any other costs in bringing the inventories to their current location and 
condition. Where inventory is manufactured, constructed or produced, the cost includes the cost 
of labour, materials and overheads used during the manufacturing process. 

Water inventory is being measured by multiplying the cost per kilo litre of purified water by the 
amount of water in storage. 

Where inventory is acquired by the Municipality for no or nominal consideration (i.e. a non¬ 
exchange transaction), the cost is deemed to be equal to the fair value of the item on the date 

acquired. 
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1,20.2 Subsequent Measurement 

Inventories consisting of consumable stores, raw materials, work-in-progress and finished goods, 
SStl of cost and net realisable e.lue on,ess the, ere to be distributed at no or 
nominal charge, in which case they are measured at the lower of cost and current rep acem 
cost Redundant and slow-moving inventories are identified and written down. Differences 
arising on the valuation of inventory are recognised in the Statement of Financial Performance in 
the year in which they arose. The amount of any reversal of any write-down of inventories 
arising from an increase in net realisable value or current replacement cost is recognised as a 
reduction in the amount of inventories recognised as an expense in the period in which t 
reversal occurs. 

The carrying amount of inventories is recognised as an expense in the period that the inventory 
was sold distributed, written off or consumed, unless that cost qualifies for capitalisation to the 

cost of another asset. 


The basis of allocating cost to inventory items is the weighted average method. 

Water inventory is measured annually at the reporting date by way of dip readings and the 
calculated volume in the distribution network. 

Cost of land held for sale is assigned by using specific identification of their individual costs. 


1.21. FINANCIAL INSTRUMENTS 

Financial instruments recognised on the Statement of Financial Position include receivables (both 
from exchange transactions and non-exchange transactions), cash and cash equivalents, annuity 
loans and payables (both form exchange and non-exchange transactions and non-current 
investments. The future utilization of Unspent Conditional Grants is evaluated in or er 
determine whether it is treated as financial instruments. 


1.21.1 Initial Recognition 

Financial instruments are initially recognised when the Municipality becomes a P art V to the 
contractual provisions of the instrument at fair value plus, in the case _of ai fmancia asset o 
financial liability not at fair value, transaction costs that are directly attributable to the 
acquisition or issue of the financial asset or financial liability. If finance charges in respect of 
financial assets and financial liabilities are significantly different from similar charges usua y 
o aine n a open market transaction, adjusted for the specific risks of the Mumcpa ity, such 
Winces are immediately reunited In the period It oecura, and the unamorbsed port,on 
adjusted over the period of the loan transactions. 


1.21.2 Subsequent Measurement 

Financial assets are categorised according to their nature as either financial assets at fair value, 
financial assets at amortised cost or financial assets at cost. Financial liabilities are categorised 
either at fair value or financial liabilities carried at amortised cost. The subsequent measuremen 
of financial assets and liabilities depends on this categorisation. 


*5 
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1.21.2.1 Receivables 

Receivables are classified as financial assets at amortised cost; and are subsequently 
measured at amortised cost using the effective interest rate method. 

For amounts due from debtors carried at amortised cost, the Municipality first assesses 
whether objective evidence of impairment exists individually for financial assets that are 
individually significant, or collectively for financial assets that are not individually significant. 
Objective evidence of impairment includes significant financial difficulties of the debtor, 
probability that the debtor will enter bankruptcy or financial reorganisation and default or 
delinquency in payments (more than 90 days overdue). If the Municipality determines that 
no objective evidence of impairment exists for an individually assessed financial asset, 
whether significant or not, it includes the asset in a group of financial assets with similar 
credit risk characteristics and collectively assesses them for impairment. Assets that are 
individually assessed for impairment and for which an impairment loss is, or continues to 
be, recognised are not included in a collective assessment of impairment. 

If there is objective evidence that an impairment loss has been incurred, the amount of the 
loss is measured as the difference between the asset's carrying amount and the present 
value of estimated future cash flows (excluding future expected credit losses that have not 
yet been incurred). The carrying amount of the asset is reduced through the use of an 
allowance account and the amount of the toss is recognised in the Statement of Financial 
Performance. Interest income continues to be accrued on the reduced carrying amount 
based on the original effective interest rate of the asset. Loans together with the associated 
allowance are written off when there is no realistic prospect of future recovery and all 
collateral has been realised or has been transferred to the municipality. If, in a subsequent 
year, the amount of the estimated impairment toss increases or decreases because of an 
event occurring after the impairment was recognised, the previously recognised impairment 
toss is increased or reduced by adjusting the allowance account. If a future write-off is later 
recovered, the recovery is recognised in the Statement of Financial Performance. 

The present value of the estimated future cash flows is discounted at the financial asset's 
original effective interest rate, if material, If a loan has a variable interest rate, the discount 
rate for measuring any impairment loss is the current effective interest rate. 

1.21.2.2 Payables and Annuity Loans 

Financial liabilities consist of payables and annuity loans. They are categorised as financial 
liabilities held at amortised cost; and are initially recognised at fair value and subsequently 
measured at amortised cost using an effective interest rate, which is the initial carrying 
amount, less repayments, plus interest. 
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1,21.23 Cash and Cash Equivalents 

Cash includes cash on hand (Including petty cash} and cash with banks. Cash equivalents 
are short-term highly liquid investments, readily convertible into known amounts of cash 
that are held with registered banking institutions with maturities of three months or less 
and are subject to an insignificant risk of change in value. For the purposes of the cash flow 
statement, cash and cash equivalents comprise cash on hand, highly liquid deposits and net 
of bank overdrafts. The Municipality categorises cash and cash equivalents as financial 
assets carried at amortised cost, 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank 
overdraft are expensed as incurred. Amounts owing in respect of bank overdrafts are 
categorised as financial liabilities carried at amortised cost, 

1.21.2.4 Non-Current Investments 

investments which include investments in municipal entities and fixed deposits invested in 
registered commercial banks, are stated at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the impairment 
loss, which Is recognised as an expense in the Statement of Financial Performance tn the 
period that the impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds and the 
carrying amount is recognised in the Statement of Financial Performance. 

The carrying amounts of such investments are reduced to recognise any decline, other than 
a temporary decline, in the value of individual investments. 

1.213 De-recognition of Financial Instruments 

1.213.1 Financial Assets 

A financial asset (or, where applicable a part of a financial asset or part of a group of similar 
financial assets} is derecognised when: 

* the rights to receive cash flows from the asset have expired; or 

* the Municipality has transferred its rights to receive cash flows from the asset or 
has assumed an obligation to pay the received cash flows in full without material 
delay to a third party under a 'pass-through' arrangement; and either (a) the 
Municipality has transferred substantially ail the risks and rewards of the asset, or 
(b) the Municipality has neither transferred nor retained substantially all the risks 
and rewards of the asset, but has transferred control of the asset. 

When the Municipality has transferred its rights to receive cash flows from an asset or has 
entered into a pass-through arrangement, and has neither transferred nor retained 
substantially all the risks and rewards of the asset nor transferred control of the asset, the 
old asset is derecognised and a new asset Is recognised to the extent of the Munic ipality s 
continuing involvement in the asset. 
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Continuing involvement that takes the form of a guarantee over the transferred asset is 
measured at the lower of the original carrying amount of the asset and the maximum 
amount of consideration that the Municipality could be required to repay. 

When continuing involvement takes the form of a written and/or purchased option 
(including a cash settled option or similar provision) on the transferred asset, theBjenterf 
the Municipality's continuing involvement is the amount of the transferred asset that the 
Municipality may repurchase, except that in the case of a written put option (including; ■ 
cash settled option or similar provision) on an asset measured at fair value, the extent o 
Municipality’s continuing involvement is limited to the lower of the fair value o e 
transferred asset and the option exercise price. 

1*213.2 Financial Liabilities 

A financial liability is derecognised when the obligation under the liability is discharged or 
cancelled or expires. 

When an existing financial liability is replaced by another from the same tender on 
substantially different terms, or the terms of an existing liability are substantially modified, 
S Zor modification la ,r e a,ad aa a de-raco 8 nition of the original liability and 
the recognition of a new liability, and the difference In the respective carrying amounts is 
recognised in the Statement of Financial Performance. 

1.21.4 Offsetting of Financial Instruments 

Financial assets and financial liabilities are offset and the net amount reported in the Statement 
of Financial Position if, and only if, there is a currently enforceable legal right tc> ° se the 
recognised amounts and there is an intention to settle on a net basis, or to realise the 
settle the liabilities simultaneously 

1.22 STATUTORY RECEIVABLES 

Statutory receivables arise from legislation, supporting regulations, or similar means and require 
Su!amen.by another entity in cash o, another financial asset. Statutory renewables can anse 
from both exchange and non-exchange transactions. 

1,22.1 Initial Recognition 

Statutory receivables are recognised when the related revenue is recognised or when the 
receivable meets the definition of an asset, 
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1 - 22,2 Measurement 

The Municipality initially measures the sta ^ 

“ ^ ~ - 

reflect any: 

(a) interest or other charges that may have accrued on the receivable; 

(b) impairment losses; and 

(c) amounts derecognised. 

.. j f w Kpther there is any indication that a statutory 
The Municipality assesses at each repor i E statutory receivable may be impaired, 

receivable may be impaired If there , an, .n t on the estimated future 

the Municipality measures the '™P a ’ r ™, ^ thg carrying amount is higher than the estimated 
cash flows and the carrying am . statutory receivable is reduced, through the use of 

future cash flows, the carrying amou ^ recognised in the Statement of Financial 

an allowance account The amount of t Municipality considers both the amount 

SSS any risks specific to .ha statutory receivable for 

which the future cash flow estimates have not been adjusted. 

. < _ £ r „ ct-atutArv receivable is revised if there has 

An Impairment loss recognised in prior porio | oss 5 recogn ised, or to reflect 

been a change In the estimates used na heItt ™F 8 ™ ' Impel™.-., loss Is 

X a^ ef ah, adjustment Is recognised in the 

Statement of Financial Performance. 

1223 Derecognition 


The Municipality derecognises expire or are waivad; 

«MuniclpaItV C "anS ,Another party substantially all of the risks and rewards of 

the receivable, has tra,.starredcontrolof, a r. no P ^ ^ ^ 

add " i0 ™ , 

restrictions on the transfer. In this case, the Municipality. 

(i) derecognise the receivable; and 

(II) recognise separately any rights and obligations created or retained In the transfer. 


(a) 

tb) 

(e) 
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1,23. REVENUE 


1,23.1 


Revenue from Non-Exchange Transactions 


;r;:: l “ dp8,ityrecel ' ed 

repay the amount. 

. j, nr receivable are recognised when the resources that 

-» asset ' A “ rr6spondi " 8 liab "" Vls 

recognised to the extent that the grant, transferor '° n h conditions attached to the 

ri- —«-»- 

asset is recognised. 

Revenue from propel re- ^ 

SE=S===:="—““ 

Penalty in.er.et on unpaid ra.ee ie recognleed on a time proportionate baele ae an change 
transaction. 

Fine Revenue constitutes both spot fines and summonses. Fine revenue is recognised when the 
spot fine or summons is issued 

_ ^ nrl Hnnations is recoenised when all conditions associated 
Revenue from public contn u ion contribution ie to finance property, plant and 

— ae an unepen, pubiic 

contribution (liability). 

LTb n em«ru"lV S en e - TZXXfiS "pe-aTr^ - 

renewals of the i mpaired assets. 

Municipality's bank account may be treated as revenue. 
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Revenue from the recovery of Mun'clpaf FTnan^Msrasement Act (Act 

— ,rom ihe r " ponsib,e “ uncN,ors ° r 

officials is virtually certain. 

Revenue Is measured et the fair value of the consideration received or receivable. 

When, as a result o, a non-evchange <r—a ^"^|r a<t 

recognises revenue equivalent to t e amou llabilitv. Where a liability is required 

date of acquisition, unless ,« ^SSSl - <he -oun, required to settle the 

to be recognised it will be measured a t of the increase in net assets, if any, 

present obligation at the ™ port ' n ! b “ (| fj j subsequently reduced, because the taxable event 

occurs or a Z5££lSSZ*» - <*» thS Wi " *" rSCOg " iSed “ 

revenue 

1,23-2 Revenue from Exchange Transactions 

, * ^ i-Q^raniip that accrued to the Municipality directly 

“Turn »”g=ods sold, the valua of which approximates the oonsldaration 

received or receivable. 

Revenue from the sale o, goods Is recognised whan a„ the following conditions hav. boon 

satisfied: 

. The Municipality has transferred «» the purchaser the significant risks and rewards of 

. The Municipality reTat naith.r continuing managerial involvement to the degree usually 

associated with ownership nor effective control over the goods sold. 

: -*■ »—• ass ° datedwiththe 
, “ r “Tied' in respect of the transaction can he measured 

reliably, 

A,,het,m,.fin,.la,reoo 6 n,don,the,u = nt^u^— 

sx* -£—■*» •» ■*-” - “ iiaci ,he 

revenue this would be considered a subsequent event. 


Service charges relating to electricity andIwater as revenue when 

zzrzzs rszi - -—■— - “ r,ain 


rectos of cer 
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consumers, a provisional estimate of consumption for that -,i u NE 2019 

provisional estimates of consumotirm arfl rn - P . at mont ^ w,| l be created. The 

provisional estimates of consumption are madTin ^ reVenUe when ,nvoiced - Adjustments to 
been read. These adjustments are recognised as revenue 

estimated that pre-pItd^lelTtH^Ts hTn^ 5 to ^"a^dlte P f° Int V*'*' '''* 

pre-paid electricity sold, but not consumed yet at year-end is discing , PUrChaSe ' The 
Exchange Transactions in the Statement of Financial Position. ^ PaVab ' eS fr ° m 

Service charges relating to refuse removal are recognised on a mnnt .Mi j, • . 
applying the approyed tariff to each property that has f mprovema ^ m °;™j J““ * 

tategoT of property usage; and are levied monthly based on the ieco ded m.mh < PSr 
points per property. Y n tne recorclec J number of refuse 

Interest revenue is recognised using the effective interest rate method. 

term of'^heTa^agr^mel? 011 ' 1 ' 65 ^ eqUipment is recognised on a straight-line basis over the 

,s r—-- the 

and permits. PP V ng tne relevant tariff, This includes the issuing of licences 


revenue from 






-rett 

those goods are passed to the consumer, 

to" the ^mount^of 3 . 1 ', ? * S " ■*"* ^ * «*» 

municipality as compensation for executing the agreed services. C ° m "" SS> °" P,yab " “ tl,e 

Revenue is measured at the fair value of the consideration received or receivable. 

bv aer r m be,w5an tha 

the consideration received or receivable taVina \nt . 15 measurec * at the fair value of 

and volume rebates allowed by the Municipality. ° aCC ° Urtt 1 6 amount of an Y trade discounts 

revenue Tthe IrnYu^S CaSh " J“ h equivalents 3 " d amount of 

inflow of cash or cash equivalents is deferred theteVvaTue'“of teera 6 '^ 6 ' However ' when the 
the nominal amount of cash r«l^?r “ wh^ ^ J^" 0 " m>,V b " 

constitutes a financing transaction, the fair value of'the rnn !) arran S e ™nt effectively 

discounting all future receipts using an imputed rate of interes X lmouted' 5 by 

the more clearly determinable of either: ' Th mputed rate of interest is 


I ; . . S ' m,lar Instrument of an issuer with a similar credit ratine- 

»iLpHcT<;s;“d?o“^c2r nominal amount of the instrunient to the ^ «*»- 
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m I'm™*"" fair Value and the nomi " al amou "' <* “>»Fonslderatlon Is recognised 

iSKf.r g ° 0d! " - a 

goods are sold or services are rendered in exchange fn ranSaCt,0n that generates revenue, When 
is regarded as a transaction that ™,IlsrlvlT rl g °° dS °' Services ' th * change 

the goods or services received adjusted by the amouTlrfa at the fair value ° f 

transferred, When the fair value of the goods^r servir« f T V ” Sh ° r cash equivalents 
the revenue is measured at the fa,r value Cannot be measured reliably, 

tl^erref * ^ UP ' adjUSted b * the ™t of any cash or cash equivalents 

1.24 RELATED PARTIES 

Disclosures" allty r6S0lVed t0 ad ° Pt thS disclosure rec i u dements as per GRAP 20 - "Related Party 
A related party is a person or an entity; 

with the ability to control or jointly control the other party, 

or exercise significant Influence over the other party, or vice versa, 
or an entity that is subject to common control, or joint control. 

The following are regarded as related parties of the Municipality: 

(a ’ prr " ‘ d ° !e ™ mber th8t PerS ”"' S famil ' “ *• Municipality If the, 

has control or joint control over the Municipality. 

has significant influence over the Municipalities. Significant influence is the power 
par icipate in the financial and operating policy decisions of the Municipalitv 
• IS a member of the management of the Municipality or Its controlling entity. 


(b) An entity Is related to the Municipality If en, of the following 


* the entity is a member of 

controlling entity, controlled entity and fellow controlled 
others). 


the same economic entity {which means that each 


one entity is an associate or joint venture of the other entity (or an associate or 
join venture of a member of an economic entity of which the 
member). 

• both entities are joint ventures of the same third party. 


conditions apply: 

vhich means 
entity is related to the 

r an associate or 
other entity is a 


va ™ re ° f a ,hw ^ - *■ «*» *», ss „c, a ,a „ f 
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e entity is a post-employment benefit plan for the benefit of employees of either 
he Municipality or an entity related to the Municipality. If the reporting entity is 
itself such a plan, the sponsoring employers are related to the entity. 

• the entity is controlled or jointly controlled by a person identified in (a). 

a person identified in (a) has significant influence over that entity or is a member of 
the management of that entity (or its controlling entity). 

S-SSSSr 2 *' 521 

S are married °J ' ive to e ether a relationship similar to a marriage; or 

are separated by no more than two degrees of natural or legal consanguinity or affinity. 


(a) 

(b) 

(c) 


(d) 


all members of the governing body of the Municipality 

a member of the governing body of an economic 'entity who has the aurh™*, ^ 
responsibility for planning, directing and controlling the activities of the Municipality^ " 

the senior management team of the Municipality, including the chief executive officer nr 
permanent head of the Municipality, unless already included in (a). 

Management personnel include: 

,a) suMr* the 

” SSfiSSS- 


Jr TT ly , ‘° m,na “ d bv «"“■* ^«'v 

— -amm, r 
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sphere of government will be considered to be related parties, Only transactions with such 
parties which are not at arm's length and not on normal commercial terms are disclosed. 

1.25. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in 
terms of the conditions of an allocation received from another sphere of government, 
municipality or organ of state and expenditure in a form of a grant that is not permitted in terms 
of the Municipal Finance Management Act [Act No. 56 of 2003}, Unauthorised expenditure is 
accounted for as an expense [measured at actual cost incurred) in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement 
of Financial Performance. 

1.26. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act 
(Act No. 56 of 2003), the Municipal Systems Act [Act No. 32 of 2000), the Public Office Bearers 
Act, and (Act. No. 20 of 1998) or is in contravention of the Municipality's Supply Chain 
Management Policy. Irregular expenditure excludes unauthorised expenditure, Irregular 
expenditure is accounted for as expenditure (measured at actual cost incurred) in the Statement 
of Financial Performance and where recovered, it is subsequently accounted for as revenue in 
the Statement of Financial Performance. 

1.27. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could have been 
avoided had reasonable care been exercised. Fruitless and wasteful expenditure is 
accounted for as expenditure (measured at actual cost incurred) in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement 
of Financial Performance, 

1.28 CONTINGENT LIABILITIES AND CONTINGENT ASSETS 

A contingent liability is a possible obligation that arises from past events and whose existence will 
be confirmed only by the occurrence or non-occurrence of one or more uncertain future events 
not wholly within the control of the Municipality. A contingent liability could also be a present 
obligation that arises from past events, but is not recognised because it is not probable that an 
outflow of resources embodying economic benefits will be required to the obligation or the 
amount of the obligation cannot be measures with sufficient reliability. 

The Municipality does not recognise a contingent liability or contingent asset. A contingent 
liability is disclosed unless the probability of an outflow of resources embodying economic 
benefits or service potential is remote. A contingent asset is disclosed where the inflow of 
economic benefits or service potential is probable. 


Management judgement is required when recognising and measuring contingent liabilities. 


1.29. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 
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In Lhe process of applying the Municipality's accounting policy, management has made the 
owing signi leant accounting judgements, estimates and assumptions, which have the most 
significant effect on the amounts recognised in the financial statements: 


1.29.1 Post-retirement medical obligations and, Long service awards 

The cost of post-retirement medical obligations and long service awards are determined usine 
actuarial valuations, The actuarial valuation involves making assumptions about ^sTdum rates 
expected rates of return on assets, future salary Increases, mortality rates ' 

and future pension increases. Major assumptions used are disclosed in note 4 of the financial 
10 ,te ,0n8 - term ° f - «*— are 

1.29.2 Impairment of Receivabfes 

The calculation in respect of the impairment of debtors is based on an assessment of the extent 
to wh,ch debtors have defaulted on payments already due, and an 

make payments based on their creditworthiness. This was performed per senrfce-identifiable 
categories across all classes of debtors. M identifiable 

1.29.3 Property, Plant and Equipment 

The useful lives of property, plant and equipment are based on management's estimation 

dif ~ S S . USEful llves are bssed on technical estimates of the practical useful lives for the 
orent infrastructure types, given engineering technical knowledge of the infrastructure tVDes 
and s e requirements. For other assets and buildings management on id TZ ZTof 
technology, availability of capital funding, service mpact ot 


requirements and required return on assets to determine the optimum useful life exoectatinn 
where appropriate, The estimation of residual values of assets is also based 

judgement whether the assets will be sold or used to the end of their useful lives and in what 
condition they will be at that time, es ' 3 0 n hat 

Management referred to the following when making assumptions regarding useful lives and 

residual values of property, plant and equipment. d 

fo^sale in th^rt m ° Vabl u determined usin S the a § e of similar assets available 

^ to ^ne" SCUSSi ° nS PS0Ple Within thS SpedfiC were also 

.Sr u rrr s , s r«r ,v SMei was “ sed *° assist wi,h ,he daemed “«="■* ^ 

The Municipality referred to buildings in other municipal areas to determine the useful life 
buildings. The Municipality also consulted with engineers to support the useful life of 
buildings, with specific reference to the structural design of buildings 
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-or seme cost applied to other assets as per adoption of Directive 7 management used the 

assMs °" ™ th0Cl ” S baS ' d ass ™ p,tons ab °“* * ba remaining duration Jp' 


The cost for depredated replacement cost was determined by using either one of the following: 

cost of items with a similar nature currently in the Municipality's asset register 

cost o items with a similar nature in other municipalities' asset registers, given that the 

other ™ haS thS S8mS eeographical settin g as Municipality and that the 

other municipality s asset register is considered to be accurate; 

* cost as supplied by suppliers. 

For deemed cost applied to land and buildings as per adoption of Directive 7, management made 
use of on independent valuator, The valuator's valuation was based on assumptions abouTthe 
mar et s buying and selling trends and the remaining duration of the assets. 

1.29.4 intangible Assets 

considpr! U th IVeS ^ Intansible assets sre based on management's estimation. Management 
rfl d , the ' mPaCt ° f technol °^ availability of capitaf funding, service requirements and 
quired return on assets to determine the optimum useful life expectation, where appropriate. 

Wlthin thS Munidpalit V - municipalises to 

t F h °" i e :r d - St 3pp,ied 1° ' ntan §ible assets as per adoption of Directive 7, management used 

* WWCh "" ^ aSSUmb,i ”" s ab “ tha "™ a '4 duration of 

1*29,5 investment Property 

conside^hT ° f mve f me ^ property are based or > management's estimation. Management 

Wh " maki " 8 aS “ mpttonS reeard,n « “ saful »™» a " b 

‘ IfLwTngT"^ bU “ dlngS ° thdr m ” iCipal Sraas ,0 de,eml " a tha Wo 

pro,Essi °" 8 ' en8i "' ers and duaN,ied ' a,ua,prs •» 


For deemed cost applied to Investment Property as per adoption of Directive. 7 mjnp.. * 
made use of on independent valuator. The valuator's LatJ was 
e mar e s buying and selling trends and the remaining duration of the assets. 
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1 25 ?°l ES T0 THE ? INUAL FINANCIAL STATEMENTS FOR THE TEAR ENDED 30 JUNE 2019 
1,29*6 Provisions and Contingent Liabilities 

m^fr Sment j R dgemer : t ! S reqUired when recognising and measuring provisions and when 
material ^ li,bMlti “- *" disC0Unted Where the •""« value efJt is 

1,29*7 Revenue Recognition 

Accoun t ,ng p ohcy 124,2 on Revenue from Non-Exchange Transactions and Accounting Policy 
L24J on Revenue from Exchange Transactions describes the conditions under which Revenue 
will be recognised by management of the Municipality. 

in making their judgement, management considered the detailed criteria for the recognition of 

™T” S S8tin ^ Exchange Transaction and GRAP 23: Revenue from 

on-Exchange Transactions.). Specifically, whether the Municipality, when goods are sold had 
ansferred to the buyer the significant risks and rewards of ownership of the goods and „he? 
services are rendered, whether the service 

has been performed. Revenue from the issuing of spot fines and summonses have been 

ecogmsed on the accrual basis using estimates of future collections based on the actual resuits 

° t P h r '° r periods ‘ The management of the Municipality is satisfied that recognition of the revenue 
in the current year is appropriate. revenue 

1.29.8 Provision for Landfill Sites 

i[abilit-v° VISIOr1 rl rehsbl,,tstion of the landfil1 site 's recognised as and when the environmental 
liability arises. The provision is calculated by a qualified environmental engineer The provision 

"ETT? tbe "« P"“ nt * the reporting date of the expected Z7e cash f ow.to 
rehabilitate the landfill site. To the extent that the obligations relate to an asset it is cap, tied 

thermal t e t C T 0f those assets - An v subsequent changes to an obligation that did not relate to 
the initial related asset are recognised in the Statement of Financial Performance. 

Management referred to the following when making assumptions regarding provisions: 

6nginee ' S Were utNised t0 determine the cost of rehabilitation of landfill sites 
as well as the remaining useful life of each specific landfill site. 

Interest rates (borrowing rate) was used to calculate the effect of time value of money. 

1.29.9 Provision for Staff leave 

Staff leave is accrued to employees according to collective agreements. Provision is made for the 
u cpst of accrued leave at repdrting date. This provision will be realised ° ,mZe« , k e 

leave or when employment is terminated. employees take 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 
1,29.10 Pre-paid electricity estimation 


iCity ,' s only ^cognised as income once the electricity is consumed. The pre-Daid 
ric y d ance (included under payables) represents the best estimate of electricity sold at 
year-end that is still unused. The actual pre-paid electricity sold per day 

u % t s la5t 7 dayS dUring the Vaar under review is used the estimate for calculating unused 

1,29,11 Com ponentisation of I nfrestructure assets 

All infrastructure assets are unbundled into their significant components in order to decreed 
aN major components over the expected useful lives. The cost of each component is esbmated 
, ° n . tde CUrreni market P f,ce of eac ^ component, depreciated for age and condition and 
standards of GRA C r * ^ aCqUiSiti ° n date if known or to the date of initially adopting the 

1.30. TAXES - VALUE ADDED TAX 

Revenue, expenses and assets are recognised net of the amounts of value added tax The net 

oart of ° Va h? AddSd TaX recoverable from ' or Payable to, the taxation authority is included as 
part of receivables or payables in the Statement of Financial Position. d 

1.31. CAPITAL COMMITMENTS 

Capital commitments disclosed in the financial statements represents the contractual balanre 

ZSSS5S KT repor,ine dare that - ba “ - 

1.32. EVENTS AFTER REPORTING DATE 

hetu tS a ?/ th£ rep0rtins date are those events - both favourable and unfavourable that occur 

o e f ^ms^n d re e id a :n d t ^ d date when the financiai state — d 


* ispsir 1 that existed at the —-» ~ 

th3t thS reP ° rting d3te (non - ad J ust ' n g 

^^d:nit^Sf^ss. date are materi3f ' the Munidpaiity discioses the 
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KANfVALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 3D JUNE 2019 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 20X9 


2 LONG-TERM LIABILITIES 

Annuity Loans - Ac amortised cost 
Previously stated 
Correction of error 

Capitalised Lease Liability - At amortised test 
Previous^ stated 
Correction of error 


Current Portion transferred to Current Liabilities 

Annuity Loans - At amortised cost 
Capitalised Lease Liability - At a moused cast 
Previously stated 
Correction of error 


Total Long-term Liabilities - At amortised cost using the effective Interest rate method 


2019 

2013 

FI 

R 


1,940,657 

2,387.019 

2,366,533 

336 

5,320 

4,407 

1,413 

l H 94 0,657 

2,392,839 

*05,557 

452,292 

505,557 

446,472 


5,320 

4,407 

1,413 

1,435,100 

1,940,547 

1,435,100 

1,940,547 


The Munrcjpalfty entered into an agreement with D5SA on 30 April 2 DOS to consolidate prevrous loans with a new rescheduled loan 
amounted to R115B7 526,79 at a rate cf 12,5^ to be paid bade in 1B0 monthly Instalments. The calculation of the instalments is 
based on the actual number of days and shall be payable in arrears on the fast business day of each month, 


The obligations under annuity loans are scheduled below: 

Amounts payable underannurty bans; 

Payable within one year 
Payable within- two to five years 
Payable after five years 

LbSjS: Future finance obhgatiors 

Present value of annuity obligations 


Minimum 


annuity payments 


720,000 

720,000 

1,659,654 

2,376.253 

2,379,654 

3,093,268 

(433,997] 

(711,249) 

_1,940,657 

2,387,019 


The obligations under finance leases are scheduled below: 


Amounts payable under finance leases: 
Payable within one year 
Payable withm two to five years 
Payable after five years 


Lesf- Future finance obligations 

Present value of lease obligations 

Leases are secured by property, plant and equipment - Note II 

The Municipality leases printers and copters from Nashua and Minolta for a 36 months period. The present value oF the lease 
obligations has been deter mined by discounting the fixed monthly premiums at the prime interest rate. 

The Hefcom lease liability relates to the segment arrangement reached for feeing wafer meters, The terms of the agreement 
are 24 months payments at a fix rate. The present value is determined by discounting the fixed monthly premiums st the prime 
Interest rate. 


Minimum 
least? payments 


5,SS9 


5,339 

m 

5,820 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2029 


MM 201S 

R R 

3 EMPLOYEE BENEFITS 

Post Retirement Benefits - Refer to Note 3,1 


long ServEce Awards - Refer to Nate 3.2 


0,414,247 

9,712,410 

Total Nor-current Employee Benefit Liabilities 


1,712,597 

1,923,471 


11,126,844 

11,635,881 


jPOst/ief/remcnt Seueffrc 




Balance 1 July 

Centributian for the year 


10,140,688 

11,605,644 

Interest Cost 


451,635 

496,155 

Btpanditure for the year 


950,439 

1,092,885 

Actuarial Gam 


(428,277] 

(447,965) 

Total post retirement benefits 3D June 


(1,273,111) 

(2,606,031) 

IftSK Tra nsfier of Curre nt Portion - N ote fi 


9,871,374 

10,140,683 

Balance 30 June 


(457,127) 

(420,277) 



9,414,247 

9,712,410 

l wig Service A wards 




Balance 1 July 

Contribution for the year 


2,191,703 

2.076.208 

Interest Cost 


194,192 

144,305 

Expenditure for the y«r 


176,775 

125,617 

Actuarial Loss/ Gain 


(268,232) 

(55,841) 

Total long service 30 June 


(314,870) 

(93,647) 

- lg 5S- T ransfer of Current Portion - Note & 


1,979,571 

2,191,703 

Balance 30 June 


(266,974) 

[268,232) 



1,712,597 

1,923.471 

TOTAL NON-CURRENT EMPOL YEE BENEFITS 




Balance 1 July 

Contribution for the year 


12,332,391 

13,681,913 

Interest cost 


675,827 

640,460 

Expenditure for the year 


U 2 7,217 

1,218,502 

Actuarial -Sain 


(696,509) 

(503,806] 

Total employee benefits 30 June 


(1,587,981) 

(2,704,678) 

i£5£l Transfer of Cun-ent Portlon - Note 6 


11,850,945 

12,332,391 

Balance 30 June 


(724,101) 

(096,509) 



11,126,344 

11,635,882 

Post Retirement Benefits 




Tbe Post Retirement Benefit Plan Isa defined benefit plan, of which the members are made up as follows: 




In-Service (employea) members 

In-service (employeef non-members 


49 

45 

Continuation members (eg Retirees, widows, orphans) 


63 

58 


13 

13 

Total Members 


125 

126 

The liability In respect of past service Kas been estimated to be 3 s follows; 




In-service members 


Ftfm) 

R(m) 

In-service non- members 


3-399 

3.S0S 

Continuation members 


1,262 

1.53S 

Total Liability 


5.210 

4.797 


9.872 

10-14D 

The liability in respect of periods commencing prior to the comparative year has been estimated as follows; 

2017 

2016 

2015 

Total Liability 

R 

R 

ft 

11,606,000 

11,536,000 

10,726,849 

201® 2018 

Experience adjustments were calculated as follows; R fmJ R(m j 

2017 

R(m) 

2016 

R(m) 

2015 

R(m) 

Liabilities: tes/( profit) _ 0>4 g 4 r ^ 

0.264 

-00 84 

0.151 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


2019 20IS 

R R 

The municipality makes monthly contributions tar health care arrangements to the tallowing medical aid- schemes' 

Bonita's; 

LA Health 
Keyheahti 
Hosmed 
SamWumed 

2019 2018 

Key actuarial assumptions used; 

Ij Rate of interest 

Discount rate 

Healthcare Cost inflation Rate 
Wet Effective Discount Rate 

The discount rate used ;s a composite of all government bonds and is calculated using a technique known as 
* bootstrapping" 

iij Mortality rates 


9 37% 9,57% 

6.33% 7.36% 

23*% 2.06% 


The PA 90 ultimate table,, rated down by 1 year of age was used by the actuaries. 
The amount recognised in the Statement of Financial Position Isas follow: 


2019 

R 


2018 

R 


Present value of fund obligations 

Total Liability 

The entire fund is unfunded. 

The municipality has elected to recognise the fufl Increase in this defined benefit liability immediately as per TAS 19, Employee 
Benefits, paragraph 155 (a). 

Reconciliation of present value of fund obligation; 

Present value of fund obligation at the beginning of the year 
Total expenses 

Currant service cost 
Interest Cost 
Benefits Paid 

Actuarial (gains)/!osses 

Present vaiue of fund oh ligation at the end of the yesr 
Less: Transfer of Current Portion - Note 6 

Balance 30 June 

Sensitivity Analysis on the Accrued LlabJfFtv 


Assumption 

Central Assumptions 

The effect of movements In the assumptions are as tallows: 


Continuation 

In service members liability 

members (Rm) (Rm) 

4.662 5.210 


Assumption 

Change 

In service 

members (Rm) 

Continuation 
members liability 
(Rm) 

Health care inflation 

1% 

5.652 

5.7S3 

health care Inflation 


3.B7S 

4.746 

Pc ^retire me nr me rta 1 sty 

■1 year 

4.810 

5.401 

Discount Rate 

1% 

3.899 

4.760 

Discount Rate 

-1% 

5.636 

5,745 

Average retirement age 

-1 year 

5.131 

5,210 

Continuation a f membership at retirement 

-10% 

3.367 

5.210 


9,871,374 10,140,638 


9,871,374 

10,140,686 

10,140,688 

11.605,644 

1,003,797 

1,141,075 

431,635 

496,155 

950,439 

1,092,305 

(423,277) 

(447,965); 

(1,273,111) 

(2,606.031) 

9,871,374 

10,140.638 

(457,127) 

(428,277) 


9,414,247 _ 9,712,411 


Total 


(Rm) 

9.371 

% change 


11,405 

% change 

16% 

8.622 

-13% 

10,211 

3% 

S.659 

*12% 

11.381 

15% 

10.391 

5% 

3.577 

'13% 




KANNALAND MUNICIPALITY 
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3,2 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


2019 2018 

R R 

Current-service 

Cost Interest Cost Total 


Assumption 

Change 

m 

(Rj 

m 

% change 

Central Assumption 


481,600 

950,400 

1,432,000 

Health care inflation 

1% 

591,200 

1,106,400 

1,697.600 

19% 

Health care inflation 

-1% 

395,100 

322,800 

1,217,900 

-15% 

PosT-retJr&ms n t m orta 1 ity 

-1 vear 

499,000 

986,400 

1,485,400 


Discount Rate 

1% 

400,900 

912,500 

1,313,400 

-3% 

Discount Rato 

-1% 

584,400 

989,100 

1,573,300 

10% 

Average retirement age 

-1 year 

541,100 

1,012,300 

1,553,400 

8% 

Continu ation of m e mb*rs h i p at r « Lite me nt 

-10% 

332,800 

853,200 

1,236,000 

-14% 

Long Service Bonuses 






The Long Service Bonus plans are defined benefit plans. 






As at year end, the fcllowing number of employees were edible far Long Service Bonuses. 



112 

313 





2019 

ZD IS 

KeyacCuanal assumptions used: 




% 

% 

1} Rate of interest 






Discount rate 




8.06% 

S.5S% 

General Salary Inflation (long-termf 




S.5t% 

6.20% 

Net Effective Discount Rate applied to salary-related Long Service Bonuses 



2.4 2% 

2.. 24% 

The discount rate used is a composite of air government bends and is calculated using a technique known as 




“beets trapping" 




2019 

2018 

The amount recognised in the Statement of Financial Position is as follow: 



R 

ft 

Present value of fund obligations 




1,979,571 

2,191,703 

Net liability 




1,979,571 

2,191,703 

The liability in respect of periods commencing prior to the 

comparative year has been estimated as follows: 







2017 

3016 

2015 




R 

Ft 

R 

Total Liability 



1,547,137 

1,499,578 

1,476,009 

Experience adjustments were calculated as follows: 


2019 

2D 18 

2017 

2016 

Liabilities: (Gain)/loss 


<187,0471 

<71,653J 

57,979 

171,741} 





2019 

2013 

Reconciliation of present value of fund obligation: 




R 

R 

Present value of fund obligation at the beginning of the year 



2,191,703 

2,076,263 

Total expenses 




102,738 

214,081 

Current service cost 




194,192 

144.305 

Interest Cost 




176,778 

125,617 

Benefits Paid 




(268,232) 

(55,841] 

Actuarial \ gainsJ/I dssbs 




(314,870) 

(98,647) 

Present value of fund obligation at the end of the year 




1,979,571 

2,191,703 

Leg si Transfer of Curre nt P or tton - N ote 6 




<266,974} 

(268,232} 

Balance 30 June 




1,712,597 

2,923,471 
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_ ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 __ 

NOTES TO THE ANNUAL FINANCIAL, STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


2019 20 IE 

R R 


Sensltlvtty Analysis on the Unfunded Accrued LEabtflty 

Assumption 
Centra] assumptions 
General salary inflation 
General salary inflation 
Discount Rate 
Discount Rate 
Average retirement age 
Average retirement age 
Withdrawal rates 


Liability 


Change 

{Rm) 

1.980 

% change 

1% 

2.035 


■1% 

1.874 

-6% 

1% 

1SS9 

-6% 

-1% 

2.102 

6% 

-2 yrs 

1-741 

-12% 

2 yrs 

2.209 

12% 

-50% 

2.234 

13% 


3.3 Retire merit fundi 

The Municipality requested detailed employee end pensioner information as well as information on the Municipality's share of the 
Pension and Retirement Funds' assets from the fund administrator. The fund administrator confirmed that assets of the Pension 
and Retirement Funds are rot split per participating employer. Therefore, the Municipality is unable to determine the value of the 
plan assets as defined in GRAP 25. 

As part of the Municipality's process to value the defined benefit liabilities, the Municipality requested pensioner data from the fund 
administrator. The fund administrator el&im that the pensioner data to be confidential and was not wH ling to share the information 
with the Municipality. Without derailed pensioner data the Municipality was unable to calculate a reliable estimate of the accrued 
liability In raspectdf pensioners who qualify for a defined benefit pension, 


i herefore, although the Cape Joint Retirement Fund is a Multi Employer fund defined as defined benefit plan, it will be accounted for 
as defied contribution plan, AH the required disclosures have been made as defined in GRAP 25.31. 

s££unmmLEm 

The contribution rate payable is 9% by members and 1E% bv Council The last actuarial valuation performed for the year ended 30 
June 2015 revealed that the fund is in a sound financial position with a funding ievftt of 112.1% {30 June 2014 - 112.6%}. 


DEFINED CONTRIBUTION FUNDS 

Council -contribute to the 5AMWU National Provident Fund, Government Employees Pension Fund, Municipal Council Pension Fund 
and IMATU Retirement Fund which are all defined contribution funds. The retirement benefit fund is subject to the Pension Fund 
Act, 1956, with pension being calculated on the pensionable remuneration paid. Currant contributions by Council are charged 
atf a inst expenditure on the basis of current service costs. 


4 NON-CURRENT PROVISIONS 


Provision for Rehabilitation of Landfill*cites 14,746,4119 13 B64 509 


Lordfiti Sites 






Balance 1 July 




13,564,509 

22.801,623 

Change in accounting policy 





(11,233,429) 

Change in accounting estimate 




4,313,633 

„ 

Unwinding of discounted ihtenest 




(3,931,653) 

2,296,315 

Previously stated 





1,421,453 

Change In accounting policy 





874.S52 

Total provision 30 June 




14,746,489 

13,864,509 

las: Transfer of Current Portion to Current Provisions 

‘Refer to note 7 





Balance 30 June 




14,746,489 

13,864,509 

The estimated nehabllitataon costs for each of the easting sites are based on the current rates for construction costs. The 



assumptions used are as follows: 







Calludgrp 

LadEsmith 

Van Wvksdoro 

Zcar 

Total 

Rehabilitation area (m z J 

14,MO 

55,000 

2,500 

9,SOD 


Cost 

R 

ft 

R 

R 


Preliminary and General 

875,563 

2,551,375 

293,125 

1,003,875 

4,724,533 

Earthworks 

3,306,250 

112,500 

37,500 

90,000 

3,546,250 

Stormwater Control Measures 


35,000 

10,000 

20,000 

65,000 

Capping 


8,178,000 

875,000 

3,175,500 

12,228,500 

Topsoil replacement 

- 

1,410,000 

187,500 

547,500 

2,145,000 

Re-vegetation 

200,000 

470,000 

67,500 

182,500 

915,000 

Engineering Professional Fees 

438,281 

1,913,531 

219,844 

752,906 

3,324,562 

Authority Approval/acceptance (Cfasune Licence) 

35,000 

85,000 

85,000 

85,000 

340,000 

Total 

4,906/195 

14,755,407 

1,770,470 

5,057,231 

27,289,253 


The municipally has an obligation to rah&biliters landfill sites at the end of the expected useful fife of the asset. Total cost and 
estimated date of decommission of the sites are as follows: 
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5 


6 


7 


Estimated 

decommission 

Location date 


Calitzdorp 

2021 

Lsdismith 

2025 

Van Wyksdorp 

2024 

Zoar 

2023 


CONSUMER DEPOSITS 

Electricity 
Rental Properties 
Buildings Plans 
Posters 

Total Consumer Deposits 

Guarantees held In lieu of Electricity and Water Deposits 

The fair value of consumer deposits approximate their carrying value. Interest are not paid on these amounts. 


CURRENT EMPLOYEE BENEFITS 

Current Portion of Post Retirement Benefits 
Current Portion of Long-Service Prcvijioris 
Provision for Staff Leave 
Staff Bonuses accrued 

Total Current Employee Benefits 

The rrovement in current employee benefits are reconciled as follows: 

Provision for Staff Leave 

Balance at beginning of year 
Contribution to current portion 
Expenditure incurred 

Balance at end of year 


Sta f f leave accrued to employees according to a collective agreement. Provision a made for the full cost of accrued leave at 
reporting dare. This provision wiil be realised m employees take leave. There is no possibility of reimbursement- 

StnffBpfluses accrued 

Balance at beginning of year 
Contribution to current portion 
Expenditure incurred 

Balance at end of year 

Bonuses are being paid to all municipal staff,, excluding section 57 Managers, The balance at year end represent a portion of the 
bonus that has already vested for the current salary cycle. 


PROVISIONS 

Current Portion of Rehabilitation of Landfiil-sites - Note A 
Totai Provisions 


Z019 

2918 

FL 

R 

Cost of 

Cast Df 

rehabilitation 

rehabilitation 

2013 

2018 

R 

ft 

6,154,204 

10,G95,191 

29,124555 

10,274,205 

3,120,171 

5337,975 

18,191526 

7,404,581 

56,530,756 

33,971,952 

SD2 r 84S 

775,045 

S15 

14,696 

14B r 39E3 

151,171 

12 f 145 

12,145 

964,206 

953,257 

457,127 

426,277 

265,974 

266,232 

3,753,340 

3,333,701 

1,444,038 

960,693 

5,921,539 

4,990,903 

3,333,701 

3,099.624 

501,144 

1,313,396 

(SI,305) 

(1,084,313) 

3,753,340 

3,333/701 

960,693 

1,083,126 

2,392,400 

1,779,507 

(2,408,995) 

(1,906,940) 

1,444.098 

960,693 


- 
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N OTES TO TH E AN N UA L FI NANO A L $TAT EM ENTS FD R TH E YEAR EN DED 30 JUNE 2019 


2015 

n 


a PAYABLES FROM EXCHANGE TKAIMSACTIONS 

Trade Payables 

Previously stated 
Correction of error 
Pre-Pa id Electricity 
Retentions and Guarantees 
Debtors paid in advance 
Other payables 

Total Trade Payables 

Payables are being recognised net erf any discounts. 

Payatjl« should be paid within 30 days as prescribed by the MFMA This credit period granted is considered to be consistent with 
the terms used in the public sector, through established practices and legislation. Discounting of trade and other payables on initial 
recognition Is not deemed necessary. 

The carrying value of trade and other payables approximates its fair value. 

All payables are unsecured. 


35,915,602 34,139,21 B 

34,101,129 
3B,069 

274,320 287,153 

2,652,343 2,302,899 

1,614,962 1,432,533 

8,210,464 6,623,634 

43,668,190 45,335/492 


9 


10 


UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Unspent Grants 

National Government Grants 
Provincial Government Grants 
Other Grant Providers 

Total Conditional Grants and Receipts 

See appendix "Q" for reconciliation of grants from other spheres of government. The municipality compiled with the conditions 
attached to all grants received to the extent of revenue recounted. Md grants were withheld. 

Unspent grants can mainly be attributed to projects that are work in progress on the relevant financial year-ends. 


TAXES 

NET VAT RECEIVAhLE/fPAYABLE} 

VAT is receivable/payable on the cash basis. 
Provision for Impairment 

Total Net Taxes ReceNables 


14,231,073 

12,305,864 

2,864,360 

2,110,520 

5,336,162 

8,304,793 | 

2,470,551 

2,470,551 | 

14,231,073 

12,085,864 


2,320,194 4,706,045 


Z,32p r 134 4,706,045 
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11 PROPERTY, PLANT AND EQUIPMENT 


2019 

ft 


20 lU 
R 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 201S 


2019 ZOiS 

ft R 


Assets pledged as security: 

11,1 All the essets obt amed by f:nanciaI leases are pi etged as security. 

Carrying value of these assets: 

Third party payments received for tosses incurred: 

Payments received [Excluding VAT) 

Carrying value of assets written off/tost 
Deficit 


11.2 Effect of changes in accounting estimates 


113 


11-4 


11-5 


During the current year useful lives of assets were re-assessed to ensure that assets' useful lives accurately reflect 
the remaining useful fives that each will be utilised. 

The effect on the current and future periods are as follow - 

2019 

R 

Increase in Accumulated Depreciation: Property, plant and equipment 


Land and Buildings 
infrastructure 
Community Assets 
Other Assets 


Impairment of property plant and equipment for the year 

Impairment charges on Property, plant and equipment recognised :n statement of financial perform a nee 
Other Assets 
Lease Assets 
Jnfrsstrutlurfi 
Buildings 


329 

558.461 

78,023 

11,170 


Property, Plant and Equipment which Is In the process of being constructed or developed: 

Infrastructure Assets 

Roads 
Electricity 
Water Supply 
Sanitation 

Community Assets 
Other Assets 

Total Property, Plant and Equipment under construction 

Property, Plant and Equipment that is taking a significantly longer period of time to complete than 
expected: 

Infrastructure Assets 

Electricity (Surya Powers} 

Electricity (Electrification of Houses in Cai'rtzdorp) 

Water Supply { Swart berg dam} 

Sanitation (Ladismith Waste water treatment works} 

Sanitation (Upgrade of Ladismith Waste water treatment works) 

Zo a r Wat e r fteticulati on U pgrsd e 
Drought relief 

Community Assets 

Commonity Assets [Zoar Cemetery} 

ComnciuEnity Assets (2oar Sports Fields Rehab) 

Community Assets [Upgrading of sport fields in Caltodorp) 


2020 2021 

R R 


658 


9S7 

1,116,922 


1,675,383 

12,416 , 


(53,191) 

(16,777} | 


(45,724} 


2019 2018 

R R 

64,443 54,133 

447,999 


4,133 


512,447 

58,316 

19,594,448 

33,508.390 

4,715,588 

7,648,951 

7,229,909 


20,226,029 

6,052,952 

7,229,909 

7,751,615 

4,733,347 

27,346,063 

38,242,737 

14,579,752 

33.503,891 

4,497,929 

2, 851,913 
7,064,056 
165,854 


4,497,929 

15,728,100 

2,851,913 

7,064,056 

165,854 

1,777,121 

1,423,918 

7,751,615 

4,733.847 

290,261 

126,085 

7,335,269 


290,251 

126,089 

4,317,511 


Reasons: 

Legal constrains and turnover of senior key personnel 


33 
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11.6 Expenditure incurred to repair and maintain Property, Plant and Equipment ; 


Other materials 

Contracted Services 

Total Repairs and Maintenance 


12 i N VESTM EM T PRO PE RTY 

Net Carrying amount at 1 July 

Cost 

Accumulated Depreciation 
Accumulated impairment 

Acquisitions 

Disposals, 

Depreciation for the year 
Impairment 

Transfers from land and Buildings 

Net Carrying amount at 30 June 
Cast 

Accumulated Depreciation 
Accumulated impairment 


I mpa i rment charges o n investment Prope rt i e a recognised i n s tale me nt of fl na nela I pe r for ma nee 

There are no restrictions on the realizability of InvestmEpt Property &rthe remittance of revenue and proceeds of disposal. 

There era no contractual obligations to purchase, construct or develop investment property or for repairs, maintenance or 
enhancements. 

Revenue derived from the rental of [investment propsrty 
Operating expenditure incurred on properties generating revenue 

During the current year useful lives of assets were re-assessed to ensure that assets' useful lives accurately reflect 
the remaining useful lives that each will be utilised, 

The effect on the current and future periods a re as follow : 

20 IS 
R 


increase in Accumulated Depreciation: Investment Properties 


13 INTANGIBLE ASSETS 

Computer Software 

Net Carrying amount at 1 July 
Cost 

Previously stated 
Correction of error 
Accumulated Amortisation 

Prevrously stated 
Correction of error 

Additions 

Amortisation 

Previously stated 
Correction of error 

impairments 

Disposals 

Net Carrying amount at 30 June 

Cost 

Accumulated Amortisation 
Accumulated Impairments 


2019 

2018 

R 

3 

1,348,739 

1,107,667 

735,710 

928,365 

2,144,499 

2,036,532 

1,594,077 

1,699,495 

2,133,163 

2,133,168 

{571,774) 

(466,356) 

(17,317) 

(17,317) 

{106,416) 

(105,413) 

1.483,659 

1,594,077 

2,133,168 

2,183,163 

(677,192) 

(971,774) 

(17,317) 

(17,317) 

301,752 

51,757 

2019 

2020 

R 

R 

2019 

2013 

A 

R 

73,844 

103,742 

637,157 

640,490 


619,490 


21,000 

(563,313) 

(536,743} 


(513 ,9B3) 


(17.765) 

[23,564) 

(25,251) 


(20,442) 


£309) 


(665) 

45,280 

73,344 

697,157 

637,157 

(591,377] 

(563,313) 

- 
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15 


The follow ins material intangible assets are included in the carrying value above 

Remaining Amortisation 

Description Period 

Microsoft Office and Windows software 5-10 years 

Na frangible asset assessed Iwving an indefinite useful life. 

There are no Interna! generated intangible assets at reporting date- 
There are no intangible assets whose titie is restricted. 

There are no Intangible assets pledged as security for liabilities 

There are no Contractual commitments for the acquisition of int&ri&ible assets 

Effect of changes In accounting estimates 


2019 201& 

R R 


Carrying Value 
2019 2018 

K R 


45,2S0 73,S44 


During the current year useful lives of assets were re-assessed to ensure that assets' useful lives accurately reflect 
the remaining useful lives that each will be utilised. 

The effect on the current and future periods are as Follow ; 


Decrease In Accumulated Depreciation 


INVENTORY 

Consumable Stores - Stationery and materials - At cost 
Water ™ at cost 

Land available for housing projects - At cost 
Previously slated 
Correction of error 

Total Inventory 


Consumable stores materials written down due fo losses as identified during the annual stores counts. 
Consumable stores materials surpluses identified during the annual stores counts. 

Inventory recognised as an expense during the year 

Nu inventory assets were pledged as security for liabilities. 


CAPITALIZED RESTORATION COST 

Net Carrying amount at 1 July 
Previously stated 
Correction of error 


Acquisitions 

Additions 

Depreciation 

Previously stated 
Correction of error 
Change In estimate 
Impairment 

Net Carrying amount at 30 June 
Cost 

Previously stated 
Correction of error 
Accumulated Depreciation 

Previously stated 
Correction of error 
Accumulated Impairments 

■Refuse tip-sites financed byway afa provision - Refer to note4 


201& 

R 


333 


2019 

2020 

R 

R 

335 

334 

2019 

2019 

R 

R 

7CM47 

81,472 

56,530 

94,737 

1,262,000 

1,000 


1,000 

2,024,977 

177,209 

43,756 

323,575 

- 

1,360,328 

1,241,098 



3,798,060 

(3,793.060) 


" 


(781,513) 

781,513 



- 



11,869,279 

(11,359,279] 


(8,842,732) 

8,842,732 


“ 
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2QX9 

2018 

RECEIVABLES FROM EXCHANGE TRANSACTIONS 

ft 

R 

Electricity 

Previously stated 

2,377,669 

2,835,350 

Correction of error 


2,857,136 

Water 


(21,25ft) 

Previously stated 

14,719,075 

14,511,391 

Correction erf error 


14,369,739 

Refuse 


(50,399} 

Previously stated 

12,415, ass 

10,394,160 

Correction of error 


10,597,054 

Sewerage 


(2,894) 

Previously stated 

11,932,097 

10,363.329 

Correction of error 


10,377,321 

RentaJs 


[13,792) 

Sundry Receivables 

38.37S 

62,957 

Previously stated 

963,766 

1,109,016 

Correction of error 

Total Receivables from Exchange Trans actions 

42,996,373 

1,2 73., 019 
(84,003) 

Less: Allowance fcrDoubtfjf Debts 

39,556,911 

Total Met Receivables from Exchange Transactions 

(40,260,941) 

(36,241,302) 

Consumer debtors are payable within SO days. This credit period granted is considered to be consistent with the terms used in the 
pub ,c sector, through established practices and legislation. Discounting of trade and other receivables on initial recognition is not 
deemed necessary 

Agemg of Receivables from Exchange Transactions: 

fBectrtdtvl: Aqeinq 

2,735,932 

3,315,609 

Current (0 - 30 days) 

31 - 60 Day; 

700,556 

675,139 

SI-90 Days 

110,637 

82,832 

+ 90 Days 

53,230 

67,326 

Total 

2,013,196 

2,010,561 

ftYofeirJ: Aogfoa 

2.377,669 

2,835,85* 

Current (0-30 days} 

31- 60 Days 

643,312 

631,605 

61 - 90 Days 

518,043 

448,147 

-r 90 Days 

3 78,4ft 6 

471,965 

TotaJ 

13,179,234 

12,958,674 

{Refuse): Aoefoa 

14,719,075 

14,511,391 

Current (0 - 30 days) 

31 - 60 Days 

493,542 

484,594 

61 - 9C Days 

323,184 

332,333 

+ 30 Days 

290,646 

308,732 

Total 

11,303,516 

9,468,431 

(Seweratwh Aaeino 

12,415,888 

10,594,160 

Current (0 - 30 days) 

31 - 60 Days 

495,176 

512,716 

61-90 Days 

505,373 

325,519 

+ 90 Days 

267,459 

301,797 

Total 

10,914,039 

9,223,497 

iftentah): Aaefna 

11,982,097 

10,363,529 

Current (0 - 30 days) 

31 60 Days 


2,626 

61-90 Days 


1,821 

+ 90 Days 


1,746 

Total 

38,376 

56,664 


38,378 

62,957 
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(Sundry}: Mlfl 

Current {0- 30 days) 

31 'SO Days 
61-30 Days 
+ 30 Days 

Total 

(Total}: Ageing 

Current (0- 30 days} 

31-60 Days 

61 - 3D Days 
+ 30 Days 

Total 

Rec or rill ail cm of Provision forbad debts 

Bsfaot* at beginning of year 

Contribution to pravision/fReversal of provision} 

Balance at end of year 

Concentrations of credit risk with respect to trade receivables are limited due to the municipality's large number of customers. The 
municipality's historical experience In collection of trade receivables falls within recorded allowances, Due to these factory 
management beliefs that no additional risk beyond amounts provided for collection losses is inherent in the municipality's trade 
receivables 


RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 
Rates 

Previously stated 
Correction of error 
Other Receivables 

Suspense Debtors 

Total Receivables from Nen-EKdiange Transactions 
Lass: Allowance For Doubtful Debts 

Total Net Receivables from Non-Exchange Transact inns 

Rates debtors are payable within 30 days. This credit period granted Is considered to be consistent with the terms used In the public 
sector, through established practices ar.d legislation, Discounting of rates debtors are not performed in terms of GRAP 104 on initial 
recaenrtiorr, 

included In Suspense Debtors is outstanding traffic Hrtes receivable which is assessed for impairment based on expected future cash 
flows, A provision for doubtful d«bts of 85,831,293 [2016: 86,170,668) was raised against the gross amount receivable. 


Ageing of Receivables from Non-Exchange Transactions; 

(Rates}: Ageing 

Current [0 - 30 days} 

31-60 Days 
61-90 Days 
+ 30 Days 

Tola] 

Reconciliation of Provision for Bad Debts 

Bala free at beginning a f year 
Contribution to provision 
Traffic Fines Written Off 

Balance at end of year 


2019 

2D1S 

R 

R 


53,767 

77,431 

17,041 

24,317 

13,579 

25,222 

374,379 

1,061,546 

963,766 

1,139,016 


2,391,353 

2,3S4,lll 

1,274,273 

1,216,619 

1,003.450 

1,176,306 

33,327,792 

34,779,373 

42,996,373 

39,556,911 


36,241.302 

53,270,541 

4,019,639 

[17,029,239] 


40,260,941 36,241,302 


21,143,615 

20.642,323 

21,839,425 

{1,247,102} 

6,945,509 

7,823,434 

6,946,509 

7,323434 

23,090,124 

28,465,757 

{25,939,060) 

{26,760,073} 

2,101,064 

1,715,680 


340,674 

816,293 

377,500 

396,264 

286,706 

319,245 

19,638,736 

19,110,521 

21,143,616 

20,642,323 


26,750,078 

29,305,416 

5,064,153 

7,527,670 

(5,825,176) 

(10,033,006} 

25,989,060 

26,750,078 


Concentrations of credit risk with respect to norveKchange receivables are limited due to the municipality's large number of 
customers. The municipality's historical experience in collection of non - trade receivables falls within recorded allowances. Due to 
these factors, management believes that no additional risk beyond amounts provided for collection losses is inherent in the 
municipality's non-exchange receivable*. 
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OPERATING LEASE ARRANGEMENTS 

The MunicipaJlty as Lessor [AssetJ 

Balance an lJufy 
Movement during the year 

Balance on 3D June 


Ai the 9 Eat ament of financial Fo siti 
lease income as follows: 


on date, where the mutiicrpaJity acts as a lessor under operating leases, it will 


receive operating 


Op to 1 Year 
1 to 5 Years 
More than 5 Years 

Total Operating Lease Arrangements 


This lease income was determined from 
The leases are in respect oFtend and bui 


contracts that have a specific conditional Income. 

idjngs being teased out for periods ranging until December 2023. 


The municipality does not epgage m any sublease arrangements. 
Tne municipality did not pay any contingent rent during the year. 


The Municipality as Lessee (LIability) 


Balance on 1 July 
Movement during the year 
Balance on 30 June 


At the Statement of Financial Position date, where the 
will pay operating lease expenditure as follows: 


municipality acts as a lessee under operating leases, it 


Up to 1 Year 
1 to S Years 
Mona than 5 Years 


2019 

ft 


2018 

R 


W47 43,7f* 

_[9,018) 

51 ' 30 *_34,747 


479,303 386,913 

1,167,246 


1,157,146 ___ 1,554,164 


S,750 

W7 5,750 

MjZ_ ~ 5,7S0 


240,431 101,493 

324,070 564,501 


UTElT 6Wen k ditUredEtfrnilriMf r om th« ha v« a specific eon dition experts B „d 

does not include losses which have an undetermined conditional expenditure, 


564.901 


666,934 


CASH AND CASH EQUIVALENTS 
Assets 

Gill Investments Deposits 


Bank Accounts 

3,3 8S, 533 

31,916 

PrevJousiy stated 

Correction of error 

Cash Floats 

240,201 

1,512.297 

1 

1,503,490 

3,807 

Total Cash and Cash Equivalents - Assets 

4,500 

4,500 

"* 0,eaih '•« -ryinp ,™,cntdf * ese assets apptoximetes their 

The municipality has the following bank accounts: 

Current Accou nts B a nk statem en hs 

Standard Bank Current account - Account number 42D54354S 

11,631,234 

1.548,713 

Standard Bank Current account - Account number 420543554 

2*372,402 

1,094,391 

Standard Bank Current account - Account number 420543562 

512,772 

222,286 

_ 

374,906 

141,810 

fa El insert™ _ = 

3,760,080 

1,458.477 

Standard Bank Call Deposit ■ Account number 283790546 


8,322,939 

31,916 

Current Account* _ 

8,322,988 

_ 31,916 

Cash book balance at beginning of year 

Cash book balance at end of yegf 

1,512,297 

241,456 

flank statement balance at beginning of year 

3,240,201 

1,512,237 

Bank statement balance at end of year 

1,453,477 

1,187,638 

= 

3,760,080 

1,458,477 
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20 


21 


NON CURRENT INVESTMENTS 

Fixed Deposits 

Previously stated 
Correction of error 

Total Wan-Current Investments 


PROPERTY RATES 
Actual 

Rateable Land and Butfcfings 

Rateable Land and Buildings 

Previously stated 
Correction of error 

Less: Rebates 

Total Assessment Rates 


Valuations -1 JULY 2013 
Rateable Land and Buildings 

Residential Properties -Sec 8(2jl[a} 

Industrial Properties - Sec B(2)[b) 

Business end Commercial Properties-Sec 3(2)(c) 

Farm Agricultural Purposes - Sec 8{2)|d)(l] 

Church 

Nature Reserve 
General 

State Owned-5ec8|2)(g| 

Municipal Owned-Sec B[2](h) 

Total Assessment Rates 

Valuations on land and buildings ere required by Section 32{l]fb) of the Municipal Property Rates Act No.G of 2004 . to be perfnrmed 
ever; four years. The lest valuat on came Into effect on 1 July 2013. 

Rates: 

Residential 

Business and Commercial 
State Owned 
Agricultural 

Mates are levied annually and monthly, Monthly rate* are payable by the 15th of the following month and annual rates are payable 
before 50 September. Interest Is levied at the prime rate plus 194 or outstanding monthly rates. 


2019 

2013 

R 

R 


17,755 


{17,755) 


21,352,503 

20,735,313 

21,352,503 

20,735,313 


21,198,594 


(413,276} 

5,077,221 

3,955,069 

16,2 75,232 

16,330,249 


519,757,500 

519,451,500 

2S, 253,000 

23,263,000 

113,632,000 

118,787.000 

1,509,704,080 

1,614,719,080 

44,020,000 

44,020,000 

55,875*000 

50,269,000 

IS, 101,000 

13,141,000 

103,323,000 

.103,823,000 

69,037,500 

53,327,500 


2,472,213,080 2,460,801,080 


l.BfiSOc/R 

l,3098c/R 

2.5330c/R 

2.3999C/R 

2.5330c/R 

2.3£99c/R 

O,3470c/R 

0.3276C/H 


Rebates car he defined as any income that the municipality Is entitled by law to levy,, but which have 
subsequently been forgone by way of rebate or remission. 
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GOVERNMENT GRANTS AND SUBSIDIES 


5019 2018 

R R 


Unconditional Grants 
Equitable Share 
Conditional Grants 

Grants ^nd donations 
Previously stated 
Correction of error 

Total Government Grams and Subsidies 

Government Grants and Subsidies - Capital 
Government Grants end Subsidies ■ Derating 
Previously stated 
Correction of error 


Revenue recognised per vote as required by Section 123 (c) of the MFMA 

Community Services 
Corporate Services 
Executive Council 
Financial Services 
T*thn..ca( Services 


The municipality does not expect any significant changes to the level of grants. 


21.1 Equitably share 

Opening balance 
Grants received 
Conditions met - Operating 

Conditions still to be met 


The Equitable Share a the unconditional share of the revenue raised nationally and is being allocated in terms of Section 214 of the 
Constitution (Act ICS of 1936) to the municipality by the National Treasury. 


TLl Expanded Public Works Program (EPWP) 

Opening balance 
Circular 79 -self funding 
Grants received 
Conditions met - Operating 
Conditions met- Capital 

Conditions still to be met 

Job creation projects in previous disadvantage areas 

22,3 Local Government Financial Management Grant (FMG) 

Opening balance 
Circular 79 -seif funding 
Grants received 
Conditions met - Operating 
GonditFbns met - Capital 
Conditions still to be met 

The Financial Management Grant rs paid by National Treasury to municipalities to help implement the financial reforms required by 
the Municipal Finance Management Act (MFMA), 3003. The FMG Grant also pays for the cost of the Financial Management 
Internship Programme fe.e. salary costs of the Financial Management Interns). 



25,362,000 

24,023,000 

(Z 

2b, 362,000 

24,023,000 


32,879,461 

43,939,432 


32,879,461 

43,939,432 

34,759,601 

9,179,831 


58,241/161 

67,962,432 


IS, 343,740 

20,479,121 


39,897,721 

47,433,311 

38,303,480 

9,179,331 


58,241,461 

67,962,432 


1,077,379 

1,212,000 

B,751,957 

8,381,101 

79,125 

77,653 

9,394,462 

13,253,096 

13,576,533 

21.015,533 

32,879,461 

43,939,432 

25,362/300 

24,023,000 


(25,362.000) (24,023,000) 


1,055,000 

1,000,000 

(1,055,000) 

(1,000,000) 



147,990 

147,990 


2,215,000 

2,145.000 


(2,215,716] 

(2445,000) 


147,274 

147.920 
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2019 

2013 


R 

R 

Municipal infrastructure Grant (MIG) 



Opening balance 

1,155,030 


Circula r 79 -seif Fund in g 



Rep-aid 

(1,100.000) 


Grants received 

3,392,000 

10,370,000 

Conditions met ■ Operating 

[507,800] 

(518,500) 

Conditions nnet - Capital 

[7,904,229] 

[3,696,470) 

Grant expenditure to be recovered 

35,001 

1,155,030 

The gram was used to upgrade infrastructure in previously disadvantaged areas. 



Other Grants 



Opening balance 

11,582,847 

10,131,205 

Circular 79 -self funding 



Grants received 

24,762,669 

28,110,480 

Previously stated 


13,930,649 

Correction of error 


9,179,031 

Repaid 

[1,100,000) 

(1,252,000) 

Conditions met - Operating 

(10,767,204) 

(13,624,166) 

Previously stated 


(4,444,355) 

Correction of error 

1 

[9,179,831) 

Conditions met - Capital 

110,439,511] 

(11,762,652) 

Conditions still to be met 

14,043,801 

11,532,347 

Total Grants 



Opening balance 

l2,SBS r E67 

10,279,195 

Grants received 

61,736,669 

71,321,105 

Circular 79 -self funding 



Repaid 

(2,200,000) 

(1,252,000) 

Conditions met - Operating 

(39,697,721) 

(47,433,311) 

Conditions met - Capital 

(18,343,740) 

(20,479,122) 

Conditions stiff to be met 

14,231,075 

12,635,367 

Disclosed as follows: 



Unspent Conditional Government Grants and Receipts 

14,231,073 

12,335,364 


14,231,073 

12,835,864 

SERVICE CHARGES 



Electricity 

44,924,233 

44.641,621 

Water 

12,961,551 

13,040,079 

Re Fuse removal 

5,301,162 

4,381,981 

Sewerage and Sanitation Charges 

5,935,459 

6,617,706 

Total Service Charges 

69,672,405 

58,681,987 


V* 
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EMPLOYEE RELATED COSTS 
Salaries and Wages 

Contribution* for UIF, pensions and medical aids 

Travel, moto*' car, accommodation, subsistence and other allowances 

Group Insurance 

Contribution Co provision - Post Retirement Medical 
Current service cost 
Interest Cost 
Actuarial Gain*/losses 

Contribution to provision - Long Service Awards 
Current service cost 
Interest Cost 
Actuarial Gains/tosses 
Housing benefits and allowances 
0wartime Payments 
Standby 
Bonus 

Cellphone allowance 
Staff Leave 

TotaJ Employee Related Costs 
KEY MANAGEMENT PERSONNEL 


2019 2010 

R R 


56,701,349 

33,479,958 

6335,043 

5,497,503 

4,956,125 

3,410,265 

43,963 

72,611 

150,963 

(1,016,991) 

4B1,635 


496,155 

950,439 


1,092,085 

(1,273,111) 


{2,606,051) 

56,100 

171,275 

194,192 


144,305 

176,770 


125,617 

f 314,570) 


{98,647) 

291,062 

203,597 

1,643,656 

1,350,180 

1,565,449 

1.299,216 

2,408,995 

1,779,507 

109,776 

128,530 

590,757 

1,318,394 

55,437,038 

47,694,045 


Municipal Manger and CFO are appointed on a contract basis. There are nopost^emploYmentor termination benefits payable to 
them at the end of the contract period. 

REMUNERATION OF KEY MANAGEMENT PERSONNEL 


Remuneration of the Municipal Manager 
Annual Remuneration 
Car Allowance 

Contributions to UIF, Medical, Pension Funds and Bargaining Council 
Leave 

Ceil phone allowance 
Travelling reimbursement 

Total 

Rem u nera t i pm of the Ctlief Fine ntiaJ Officer 

Annual Remuneration 
Car Allowance 

Contributions to IMF, Medical, Pension Funds and Bargaining Council 

Cell phone allowance 

Leave 

Travelling reimbursament 
Total 


Remuneration of the Huad of Corporate Services 

Annual Remuneration 
Car Allowance 

ContributfonstoUiF, Medical, Pension Funds and Sargsining Council 

Housing 

Leave paid 

Travelling reimbursement 

Total 

Remuneration of the Hoad Technical Service* 


1,060,014 

1,005,339 

61,373 

72,212 

892 

86,772 


58,984 

20,000 

37,690 

- 

36.3S7 

1,142,279 

1,297,874 


1,079,728 

788,072 

126,663 

66,000 

1,933 

22,211 

32,176 

20,000 


58,311 

- 

30,999 

1,240,505 

906,093 



966,414 

- 

133,006 


230,049 


0,904 


37,170 


653 


- 1376,276 


Annual Remuneration 

331,663 

61,926 

Car Allowance 

44,263 

10,000 

Contributions toUiF, Medial, Pension Funds, SDL, Group Life and Bargaining Council 

595 

157 

Cell phone allowance 

12,500 

2,500 

Travelling reimbursement 

- 

3,doo 

Total 

439,021 

77,583 
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ANNU AL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30JUNE 2019 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30JUNE 2019 


SI CONTRACTED SERVICES 


2019 201H 

R R 


Accounting and Auditing 

Previously stated 

Correction of error 

4,602,189 

8,587,952 

r 

3,579,116 

5,008,936 

Business and Financial Management 

3,444,036 

2 r 4fl8 r D6D 

Catering Services 

- 

19,202 

Housing 

0,061,438 

6,212,555 

Legal Advice and litigation 

566,180 

1,793,732 

Maintenance of Buildings Bnd Facilities 

263,935 

227,641 

Maintenansi: cf Equipment 

77,373 

216,810 

Maintenance of Unspecified Assets 

454,402 

484,415 

Medical 

1,032 

1,097 

Meter Management 

121,800 

315,314 

Organisational 

3,235,637 

1,346,201 

Refuse Removal 


(1,269) 

Security Sarvicas 

7,721 

(25,748) 

Traffic Fines Management 

199,733 

338,276 

Prepaid Elactricrtv Vendors 


142,713 

Water 

30,100 

44,647 


Total 

14,065,481 

22,157,398 

OPERATIONAL COSTS 

Advertising, Publicity and Marketing 

12,472 

112,076 

Assets less chad the Capitalisation Threshold 

125,345 

27,993 

Bank Charges, facility and Card Fees 

286,539 

204,276 

Commission 

655,266 

444,677 

Deeds 

37,014 

31,577 

Entertainment 

30,560 

29,146 

Insurance Underwriting 

502,805 

286,939 

Landfi'l Sites 

91,725 

248,950 

Membership 


409,473 

Motor V a hie la Licence and Registrations 

97,566 

76,079 

Municipal Services 

1,740,127 

2,240,459 

Postaga/Stamps/F ranking Machln 

393,654 

222,454 

Printing, Publications and Books 

385,054 

234,187 

Professional Bodies, Membership and Subscnptiorn 

7,347 

37,006 

Remuneration to Ward Committee & 

215,000 

Seminars, Conferences, Wodtshopsand Events 

11,314 


Skills Development Fund Levy 

399,636 

337,031 

SMS Bulk Message Service 

- 

67,562 

Software Licences 

236,425 

760,225 

Staff Refirvitment 

- 

92,400 

Telephone, Fax, Telegraph and Tele* 

585,570 

556,164 

Trayei and Subsistence 

749,466 

1,302,734 

Uniform and Protective Clothing 

74,413 

29,600 

Wet Fuel 

1,225,463 

1,054,326 

Total Operational Costs 

7,912,539 

9,105,624 

Inventory Consumed 

Consumables 

11,539 

£3,548 

Materials and Supplies 

1,348,789 

1,157,549 


1,360,325 

1,241,097 

Transfers and Subsidies 

Special projects 

405,612 

160,935 

Tourism development 

- 

142,807 


405,612 

303,742 


f 
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KANN ALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


2019 20IB 

A R 

CORRECTION OF ERRORS IN TERMS Of GRAF 3 AND RE-CLASSIFICATIONS 
Prior year adjustments due to nan-compliance with accounting policy and errors 

[1} During the reconciliation of loi^g-term liabilities it was noticed that liabilities was Incorrectly stated at year end. The error have been corrected and has resulted In the 
following corrections : 

fDt} Accumulated Surplus Prior year opening Rl r 2B5; (Dt) Accumulated Surplus - Prior year through Finance Charges R4S4;{Cr) Long-term liabilities (Finance leases) ft 1,413; 
(Cr) Laqg-rerm liabilities {Annuity loans) R33G, 

[iij Duri ng t he retc nc i I i atlon of inv« tments it w a s n oticed that a n crid Invest m ent w b s Inc art telly disclosed as having ba la nee whe n it was c lose d In th e past. Th e error have been 

corrected and has resulted in the following correct ions : 

(Dt) Accumulated Surplus - Prior year opening RJ7,75$; fCr) Investments R17,755. 

(Ilij During the reconciliation of receivables it was noticed that certain account were Incomectiy levied in prior years. The error have been corrected and has resulted in the 
following corrections: 

(Dt| Accumulated Surplus - Prior year opening R939.DG4; (Dt) Accumulated Surplus - Through prior year surplus/deflcrt 8433,383; (Cr) Receivables From exchange transactions - 
Electricity R 21,258; (Cr) Receivables from exchange transactions - Water R 58,308; (CO Receivables from exchange transactions - Refuse ft2,894; (Cr) Receivables from exchange 
transactions - Sewerage Rl3,?92; (Cr) Receivables from exchange transactions - Sundry R84,003; (Cr) Receivables from non-exchange transactions - Rates Rl„247,102, 

M D url ng the cakulatl on for Straighten i ng of a pera ting le a ses it was notice d that new lea ses wa sn 1 1 added to the calc ulatl on rn the pri or yea r. Thee rror have been corrected a nd 

has resulted rn the following corrections ; 

fDt) Operating lease Asset R3^28S; {CrJ Accumulated Surplus - Through prior year surplui/deficit 

(v) During the reconciliation of property, plant and equipment it was found that depreciation was calculated incorrectly in the prior year. The error have been corrected and has 
resulted in the following corrections : 

(Dt) Property, Plant and Equipment - Accumulated Depreciation R2B,35S;{Q-) Accumulated Surplus - Through prior year surplus/defitlt R2B,359. 

{vt) With the annual asset count -assets were found which were previously not included in the asset register. These assets are now for the first time recognised at fair value. The 
error havE been corrected retrospectively and has resulted In the following corrections r 

{Dt) Property, Plant and Equipment - Cost R336,513; (Dt] Accumulated Surplus - Through prior year surp I us/deficit R 27,943; [Cr] Property, Plant and Equipment - Accumulated 
Depreciation ft 253,253; (Cr) Accumulated Surplus - Through prior opening RIIU38, 

(vii) During the reconciliation of property, plant and equipment It was found that certain software items were incorrectly allocated. The error have been corrected and has 
resulted in the foil owing correct ions : 

(Dt) Intangible Assets - Cost R2l r OOD; [Dt] Property, Plant and Equipment - Accumulated Depredation R18.574; (O) Intangible Assets - Accumulated Depredation R18,S74; (Cr) 
Property, P Ian t and Eq u i pme nt - Cost R 21,000, 

{viiij During the reconciliation of cash and cash equivalents it was found that bank charges was duplicated in error. The error have been corrected and has resulted In the following 
corrections; 

fptjC&sh and cash equivalents R3,8tl7; (Cr) Accumulated Surplus - Through prior year surplus/deficit 33,807, 

fix! 11 was noted t hat the dl sclosure c f capita I ised re storation cost on the fa ce of t he state memt of f i na ncial poslti on Is contra ry to th e Gft AP 1 7 req uire mints. T he costs s hould h ave 

beer incorporated Into the cost of underlying assets The error have been corrected and has resultad in the following corrections : 

(Dt) Infrastructure Assets - Solid Waste (Cost) 1111,859,279; (Cr) CspttelUed Restoration Cost (Cost) ftll,3S9,279; (Dt) Capitalized Restoration Cost (Accumulated Depreciation] 
RS^B42,732; fnfmstructure Assets Solid Waste (Accumulated Depreciation] R8,342.732, 

(x) Previously certain Agency and Collection Revenue was disclosed and grouped under Operational Revenue in error. The error have b*en corrected and has resulted in th* 
following corrections: 

{Otf Operational Revenue R999,369; (Cr) Agency arid CoJlection Services ft999,8&). 

(xi) During the reconciliation of property, plant and equipment rt was noted that capital expenditure incurred In the prior year was Included in the current year work in progress for 
Spo rt s Fields and Stad i a. The e r nor have bee n e or reete d and has re suited In the foil cwfng correction s : 

(Dt) Property, Plant and Equipment - Work in Progress R50,[W9’ (Cr] Payables from Exchange Transactions R3B r Q£9. 

(xii) During the reconciliation of audit fees ft was noted that prior year transactions relating to audit fees was incorrectly disclosed. The error have been corrected and has 
resulted in the following corrections . 

(Oc) Contracted Services - Accounting and Auditing 35,008,336; (Dt) Finance charges - Other 31,102,781; (Dt] Accumulated Surplus - Through prior year opening R6.155,995. 

(Cr) Firsa.nce Charges - Discount 33,087,781; |Cr) Government Grants a nd Subside s-0 pe rat ionalftS. 179,831; 

(xiii) li was found that municipal land have been, earmarked for housing projects. This land should have been allocated to inventory at cost, but was deposed as property, plant and 
equipment in a prior financial ye&r. The error have been Corrected and has resulted In the following corrections ! 

{Dt) Inventory Rl,0f?0; Accumulated Surplus - Through prioryear opening Rl r 000; 
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KANN ALAND MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS TOR THE YEAR ENDED 30 JUNE 2019 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 



2019 

2018 


R 

R 

The above note 35.1 representing the narratives of the following Corrections of Errors as set out from notes 35.2 to 35,17 


Accumulated Surplus 

2018 

2017 and Prior 


R 

R 

Balance previously reported 

Adjustments: 

7,702,133 

222,755,343 

Correction of error-lsee note 35.1,(1) \ 

(4S4) 

(1,285) 

Correction of error-jsee note 35.1.[li)) 


(*V55) 

Correction of arror-(see note 35.1.(iii) ] 

(488,383) 

(939,064} 

Correctiun of error'jsea note 35.1.{jyJ) 

3,286 


Correction of error-(tee note 35 1 (v) ] 

28,359 

_ 

Correction of error- (we note 3S l (vl]) 

(27,943) 

111,193 

Correction gf errer-fsee note 35-1. (vii] ) 



Correction of error-(see note 35.1.(vlli) J 

3,807 


Correction of error-fsee note 35.1.(ix) } 

781,513 

3,796,060 

Correction of error-jsee note 35.1,fix)} 

(781,513} 

(3,793,060] 

Correction of errQr-(see note 35,1.(x) J 

999,369 


Correction of error-(see note 3S.1,(k) ) 

(999,869) 

. 

Correction of error-jsee note 35.1. (he) ) 

38,089 


Correction of error-(sae note 35,l.[xi.}) 

(38,089) 

- 

Correction ofernor-(see note 35.1, [xli) ) 

6,155,995 

(6,155,995) 

Correction of ernoHsee note 35.1.(xlll)) 


1,000 

Total adjustments 

5,674,657 

(7,001,901) 

Adjustments per note 36 

(874,863] 

11,233,429 

Restated balance 

12,501,927 

226,986,871 

Restated balance 30 JUNE 2018 

- 

239,488,798 

CURRENT PORTION OF LONG-TERM LIABILITIES [Finance Leases) 

Balance previously reported 


480,879 

Correction of error.[sea note 35.1,(1}) 


1,413 

Restated balance 3P June 2018 


452,282 

LONG-TERM LIABILITIES (Annuity Loans} 

Balance previously reported 


2,386,683 

Correction of error-jsee note 35.1.{ij f 


336 

Restated balance 30 June 2018 


2,387,019 

INVESTMENTS 

B a 1 □ nee previa u s ly re p orted 


17,755 

Correction of error-fiee note 35.1.(ii}) 


(17.755) 

Restated balance 30 June 2018 


RECEIVABLES FROM NON'EXCHANGE TRANSACTIONS (Rates) 

Balance previously reported 


21,889,435 

Correction oferror-(see note 35.1,{iti)} 


_iwiai 

Restated balance 3D June 2818 


20,642 r 3 23 

RECEIVABLES FROM EXCHANGE TRANSACTIONS (Electricity) 

B alan ce p rev i ously re po rted 


2,857,116 

Correction of error-(see note 35,l,(ni)) 


(21,258) 

Restated balance 30 June 2018 


2,835,858 

RECEIVABLES FROM EXCHANGE TRANSACTIONS (Water) 

Balance previously reported 


14,569,789 

Correction of error-[sea note 3S.l.(lii)) 


[58.393] 

Restated balance 30 June 2010 


14,511,391 


RECEIVABLES FROM EXCHANGE TRANSACTIONS [Refuse] 


Balance previously reported 
Correction of error-lsee note 35.1.[fit] ) 
Restated balance 30 June 2018 


10,597,054 

(2,894) 

10,594,160 
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2019 2013 

R R 

35.10 RECEJVABL£S FRDM EXCHANGE TRANSACTIONS (Sewerage) 

Balance previously reported 
Correction of wroHsee note 35-1,(lit)) 

Restated balance 30 June 2018 


35,11 RECEIVABLES FROM EXCHANGE TRANSACTIONS (Sundry receivables) 

Balance previously reported 
Correction of error-(see note 35 4 .( 111 )) 

Restated balance 30 June 2013 


35.12 OPERATING LFASE ASSET 

Balance previously reported 
Correction of error-(sea note 35.1.(iv}) 
Restated balance 30 June 2013 


35.13 CASH AND CASH EQUIVALENTS - Bank Accounts 

Balance previously reported 

Correction of error-(see note 35 h1,(1v] } 

Restated balance 30 June 20IB 


35.14 CAPITALIZED RESTORATION COST 

Bald nee previously reported 

Correction of error-(see note 35. L(fo)) 
Correction of errcr-(see note BS.l.fin)) 

Restated balance 30 June 201B 


35. IS PRO PEftTY, PLAN T AN D EQU IPM ENT - IN FRA5TRUCTU RE - SOLID WASTE 

Balance previously reported 
Correction of erroHsee note 35 1 (iit) ) 

Cor action of erroHsee note 3S.l.(hc)) 

Restated balance 30 June 2013 


35 16 PROBE RTY, PLA NT AND EQU IP IW E NT - COM M U NfTY ASSETS - SPORT FIE LDS AN D STADIA - WORK IN PROG RESS 

Balance previously reported 
Correct Ion of erroHsee note 35.1.(Ml)) 

Restated balance 30 June 20IS 


35.17 PAYABLES FROM EXCHANGE TRANSACTIONS - TRADE RAYA&LES 

Balance previously reparted 
Correction of ermr-{sea rote 35X(xi|} 

Restated balance 3D June 2013 


35.13 IN VEN TORY -LAND A VAILAB L£ FOR HO USING PROJECTS 

Balance previously reported 
Correction of etror-faee note 35.1.(id}) 

Restated balance 10 June 201B 


CHANGES IN ACCOUNTING POLICY IN TERMS OF GRAP3 

36.1 The municipality have changed It's policy on provisions with regards tp the discounting rate used for calculating the time value of money. Previously the estimated investment rate was 
used in the calculation, Ma/iagement feels that a rate closer to the risk of liability should be used as base of the calculation as it would be more relevant to the user. The accounting 
policy were changed to use the current borrowing rate 

The effect on the current and prior period is shown below 
Statement of Financial Position 
Non-Current Protons 
Accumulated 5urplus/( Deficit} 

Statement of Financial Performance 

Finance Costs 1565,789) B74.BG3 


565,789 10.35S,566 

(11,233,425) 


1,003 

1,600 


(34,101,129} 

(33,039) 

(34,139,213) 


4,193,590 

3S.DS9 

4,231,679 


11,359,279 

[£, £42,732} 

3,016,547 


3,016,547 
(11 ,B59,279| 
8,842,732 


1,503,490 

3,307 

1,512,297 


31,451 

3 r 2fl£ 

34,747 


1,273,019 

( 34 , 005 ) 

1,133,016 


10,377,321 
(13,792) 
10,3 63,529 
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2019 

R 


2018 

R 


37 C HANG E 5 IN E$TIM AT E5 IN TER MS OF GRAP 3 

37.1 During the completion of a valuation of future cost of rehabilitation of landfill site the external experts tame to a new estimate of the sizes of each landfill site owned by the 
municipality. 


This change in estimate had the folk)wing changes the current year figures. 

Statement of Financial Position 

Non-Current Provisions (4,813,633) 

Property, Plant and Equipment - infrastructure - Solid Waste - Cost 4,513,633 

Property, Plant and Equipment - I nfrastructure - Solid Waste - Accumulated Depreciation (527,495) 

Statement of Financial Performance 

Depreciation 527,495 


3B RECONCILIATION BETWEEN NET SURPLUS/!DEFICIT) FOR THE YEAR AND CASH GENERATED/(ABSORBED} BY OPERATIONS 


Surplus/! Deficit) for the year 
Adjustments for: 

Depreciation 

Amortisation of Intangible Assets 
Debt Impairment 

Transfer of Faxed Assets to Inventory 

(Impairment Loss]/Reversal of Impairment Loss on Fixed Assets 

Inventories- (WrdedownJ/Re versa I of Write-down to Net Realisable Value 

Gains/fLass} on Sale of Fixed Assets 

Contribution to current employee benefits 

Contribution from/to employee benefits 

Contribution to Landfill site 

Contribution to Landfill site - effete of change in estimate 
Operating lease expenditure/income accrued 

Operating Surplus/fDeFkit) before changes in working capital 
Changes in working capital 

increase/!Decrease) in Payables for Exchange Transactions 

Inerease/fDecrease) in Unspent Conditional Government Grants and Receipts 

IncraaseADacrease} in Texas 

(Increase]/Decrease In Inventory 

(fncreaseJ/Decrease in Trade and other receivables 

Cash generated/fabsorbed) by operations 


39 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow statement comprise the following: 

Call Investments Deposits - Nate 19 
Cash Floats - Note 19 
Bank - Note 13 

Total cash and cash equivalents 

40 RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES 
Cash and Cash Equivalents - Note 39 


Less: 


Unspent Committed Conditional Grants - Nora 9 
Consumer deposits 

Resources available /{deficit) for other and working capital requirements 


10,810,837 

12,501.930 

13,440,633 

12,389,132 

23,564 

29,251 

5,310,3&5 

(7,250,364} 

1,261,000 

- 

512/143 

4,153 

49,756 

323,575 

147,675 

2,592,359 

930, S3 6 

166,530 

{509,035} 

(1,409,407] 

651,950 

(4,813,633) 

2,296,316 

(14,254) 

16,967 

31,537,007 

21,730,472 

(3,443,355} 

(3,429,367) 

3,332,695 


(14,639,463) 

1,345,209 


2,606,675 

2,335,851 


207,659 

(1,397.524) 


(46,985) 

(3,616,092) 


6,442,717 

28,057,149 

18,301,104 


8,386,533 

31,916 

4,S0G 

4,500 

3,240,201 

1,512,297 

11,631,234 

1,548,713 


11,631,234 1,545,713 


11,631,234 

1,548,713 

(15,195,279) 

{13,839,121} 

(14,231,073) 

(12,835,364) 

(964,206) 

[953,257) 

(3,564,045) 

(12,290,408) 
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NOTH TO THE AN NUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


41 UTILISATION OF LONG-TERM UASILITfFS RECONCILIATION 

Long-term Liabilities - Note 2 

Used to finance property, plant and equipment - at cost 


2019 2018 

R R 


1,940,657 

(1,940,657) 


2 , 392,639 

(2,392,639) 


Cash set aside for the repayment evf long-term liabilities 
Cash invested for repayment of long-term liabilities 

Long-term liabilities have been utilised in accordance with the Municipal Finance Management Act. 


42 BUDGET COMPARISONS 


42.1 Operational 

Revenue by source 
Property Rates 

Government Grants and Subs idles-Op eratsonal 

Govern me nt Or a nu and S u bs Idic s- Capita I 

Public Contributions and Conations 

Contributed Property, Plant and Equipment 

Actuarial Garris 

Service Charges 

Rental from Fixed Assets 

Fines, Penalties arid Forfeits 

Interest Earned - external investments 

Interest Earned - outstanding receivables 

Interest Earned - non exchange transactions 

Licences and Permits 

Operational Revenue 

Agency and Collection Services 

Sales of Goods and Rendering of Services 


Expenditure by nature 

Employee Related Costs 
R e mun ersdon o f Co unriilor s 
Depreciation and Amortisation 
Bad Debts Written -off 
tnve ntory Co ns urned 
Finance Costs 
Bulk Purchases 
Operational Costs 
Operating Leases 
Contracted Services 
Transfers and Subsidies 

Total Expenditure 
Operating Surplus 

Inventories: (Write-dowrO/Revarsal of Write-down to Ne: Realisable Value 
Impairment Loss/(Reversal of Impairment Loss) on Receivables 
(impairment LossJ/Reversafof Impairment Loss on Fixed Assets 
GainsALoss) on Sale of Fixed Assets 

NET SURPLUS/(DEFICIT) FOR THE YEAR 


2019 

2019 

2019 

2019 

H 

R 

R 


(Actual) 

[Budget) 

(Variance) 

m 


16,275,262 

23,620,496 

(7,354,214) 

-31,154 

39,897,721 

39,652,160 

245,561 

0 654 

10,343,740 

23,440,200 

[5,104,460) 

-21.a& 




O.Oft 

190,997 

- 

190,997 

100,0ft 

- 

- 


0.0% 

69,672,405 

71,637,563 

(1,965,163) 

-2,7ft 

516,497 

470,500 

45,997 

9.3ft 

6,020,909 

8,430,300 

(2,459511) 

-29.0ft 

732,342 

793,870 

(61,520) 


3,653,104 

3,307,500 

(154,396) 

-4.1ft 

1,103,267 

1,339/420 

(156,153) 

-11.7ft 

172,009 

169,500 

3,309 

2.cm 

15,322 

16.500 

(U?S) 

■7.1ft 

1,053,323 

1,220,000 

(166,677} 

-13.7% 

381,345 

307,400 

73,945 

24,1ft 

150,109,223 

174,972,414 

(16.063,191) 

-9.6ft 


55,437,037 

55,171,654 

265,333 

-0.5% 

3,323,290 

3,130,650 

192,640 

-6.2ft 

13,469,197 

10,660,045 

2,BOG,352 

-26.3ft 

0,575,107 

14,103,000 

(6,607,893) 

39.5ft 

1,360,320 

3,140,786 

(1,780,458) 

56.8ft 

(2,866,091) 

920,633 

(3,786,729) 

411.3% 

35,536,554 

32,250,631 

3,277,073 

-L0.2% 

7,912,539 

12,050,041 

(4,138,252) 

34.3ft 

553,970 

624,000 

(65,030) 

10.4ft 

14,065,431 

15,507,142 

(1,441,661) 

9.3ft 

405,612 

2,966,ODO 

(2,560,330) 

36,3ft 

137,778,075 

150,622,737 

(12,844,162) 

S.5ft 

20,331,148 

24,350,177 

(4,019,029) 


(49,756) 


(49,756} 

100.0% 

(3,810,385) 


(3,810,386) 

100.0% 

{512,443) 


(512,443) 

100.0% 

(147,670) 


(147,678) 

lOD.Oft 

10,010,036 

24,350,177 

{13,539,291) 

-55,6% 
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42.3 


431 


43.2 



2019 

2019 


R 

ft 

Expenditure hy Vote 

(Actual) 

(Budget) 

COMMUNITY SERVICES 

1,813,783 

2,753,630 

CORPORATE SERVICES 

29,075,713 

26,969,364 

EXECUTIVE COUNCIL 

13,675,113 

14.356,460 

FINANCIAL SERVICES 

24,323,353 

30,154,596 

TECHNICAL SERVICES 

73*464,564 

74,333,173 


147,293,336 

150,622,237 


2019 

2019 


R 

R 

Capital expenditure by vote 

(Actual) 

(Budget) 

COMMUNITY SERVICES 

3,220,395 

4,144,539 

CORPORATE SERVICES 


- 

EXECUTIVE COUNCIL 

369 

* 

FINANCIAL SERVICES 

471,627 

950,000 

TECHNICAL SERVICES 

13,919,556 

20,024,611 


17,612,449 

25,119,200 


UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED 

Unauthorised expenditure 

Reconciliation oF unauthorised expenditure: 

Opening balance 

Unauthorised expenditure current year - capital 
Unauthorised expenditure current year operating 
Written off by council 
Transfer to receivables for recovery 

Unauthorised expenditure awaiting authorisation 


incident 

Disciplin a ry it ep s / c rim i n M proceedings 

Over expenditure on votes^operating 2015/16 

None 

Over expenditure on votes-ope rating 2016/17 

None 

Over expenditure on Votes-operating {Note 39. 3) 

None 

Over expenditur e on Vo tes-oopita* (Note 393) 

None 

Vfrements not authorised 

None 


Fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure: 

Opening balance 

fruitless and wasteful expenditure current year 

Written off by council 

Transfer to receivables for recovery 

Fruitless ard wasteful expenditure awaiting further action 


Incident 

Disciplinary steps/crimlnal proceedings 

Merest ond penalties on tote and non payments 



2319 

2018 

R 

ft 

2019 

2019 

R 


(Variance) 

m 


(939,647) 

106,329 

(631,342) 

(5,625,732) 

4,016,691 


'34.19$ 
0.4% 

-4.7ft 

-19.3ft 

5.4% 

[3,323.901) 


*2,2% 

2019 

2019 


R 



(Variance) 

[%) 


(924,194) 


-22% 

- 


0% 

B69 


100ft 

(473,373) 


‘50% 

(6,105,053) 


‘30% 


(7,506,751) -30ft 


91,726,429 

53,457,133 

4,123,020 

33,269,296 

95,849,449 

91,726,429 


4,123,020 33,269,296 


5,046 34B 

4,093,301 

1,570,519 

1,748,047 

7,416,867 

5,846,348 

1,570,519 

1,748,047 

1,570,519 

1.748,047 
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43.3 


43*4 


44,2 


IrreflularflMperLdftijre 

Reconcrliaticn of irregular expenditure: 

Opening balance 
Correction o? previous years 
irregular expenditure current year 
investigated end writ ter; off by Council 
Transfer to receivabiesfar recovery 

Irregular expenditure awaiting further action 


Irregular expenditure awaiting coodontiment from National Treasury 


Incident 

Disciplinary steps/criminal proceedings 

SCM procedures not fallowed 

To he j>]v«Tf'gcrred 

hfon-comp fiance Lvfffr Che Preferential Procurement Peculations 
jEHiutadan 8 }^ 

To be investigated 

Nan* Compliance with Section G2(l}(bjafthe Municipal Finance 

Management Act 

To be investigated 

Non-compliance with Munkipat SCiV? Regulation 32 

To be investigated 

Due process not followed when 3 quotations were not obtained 

To be investigated 

Non-Compliance with MSA 57A{3j 

To te investigated 

Regulation 41(3) of the MFMA - Appointment ofSMs 

To be investigated 

Non-compliance with SCM regulation 13(c) No declaration of 
interest 

To be investigated 

Non-compliance with the Government Gazette upper limits 

To be investigated 

Open ended contracts 

To be investigated 

Quotes above R30 000 not evaluated in terms of the PPPFA 

To be investigated 

SCM procedures not followed 

Forensic in vestigation 


Irregular eypentf/tun? include incidents that are subject to or) going forensic investigations 


Material Losses 

Water distribution losses 

- Kilo litres lost during distribution 

- Percentage lost during distribution 
Monetary Value 

Electricity distribution losses 

- Units lost during distribution (Kwh) 

- Percentage lr>$t during distribution 
Monetary Value 

Losses in Property Rates Revenue 

The last valuation roll came into affett on 1 July 2013, According to Section 32fl)(b) of the Municipal Property Rates Act No,6 of 
2004,, a valuation is valid for 4 years only. The municipality did not perform an updated valuation and therefore have possibly lost 
out on revenue from property rates. A monetary value could not he placed on the possible lass due to the complexrties with valuing 
fixed Dronertv. 


ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 

Contributions to organised local government fMFMA 125 flWbll -5ALGA CONTRIBUTIONS 

Opening balance 
Council subscriptions 
Amount paid - current year 
Amount paid ~ previous years 

Balance unpaid fin dispute) 

Audit fees - FMFMA 125 flLlclT 

Opening balance 
Current year a udit fee 
Write off 
interest paid 

Amount paid - currant year 
Amount paid - previous year 

Balance unpaid {included in creditors] 


2019 

2Q1S 

ft 

R 


130,053,303 

111,640,711 

12,447,097 

13,413,092 

142,500,900 

130,093,803 


1,637,394 

17,033,404 

31,910 


33,242 


5,336,055 

_ 

1,964,279 

“ 

1,240,505 

_ 

439,021 

347,707 


42,151 

1,045,346 


273,937 

1,374,68a 

12,447,097 

18,413,092 


838,177 

307,24 S 

41,98% 

41-10% 

5,071,490 

6,937,233 


3,403,193 

3,129,244 

9.50% 

9.09% 

4,036,334 

2,772,582 


2,896,350 

2,426,057 

627,425 

470,394 

(81,469) 


3,442,906 

2,896,950 


6,407,363 6,705,920 


4,602,185 

1,458,961 

[4,975,937) 

- 

79,345 

- 

(903,279) 

(1,677,513) 

S,289,680 

£*487,363 


<T 
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44.3 VAT - IMFMA 115 filial 

VAT balance at year end - defer to note JO 
Closing balance - Receivable 

VAT is payable^ receivable on th= cash basis, VAT is only paicT over to SARS ones cash is received from debtors and only claimed from 
SAR5 once payment is made to creditors. 

44.4 £AY& JPIm<!UIF^ fMf MA 12S (l)(c]l 
Opening balance 

Current year payroll deductions and Council Contributions 
Penalties 

Amount paid - current year 
Amount paid - previous year 

Balance unpaid (included in creditors) 

44.5 Pension and Medical Aid Deductions - fMFMA 12S fl»c|j 
Opening balance 

Current year payroll deductions and Council Contributions 
Amount paid - current year 

Balance unpaid (included in creditors) 

44.$ Councillor's atrear consumer accounts - [N)FMA 129 

No Councillors bad arrear accounts for more than 90 days as 50 June 2019 


2019 

2013 

R 

R 

2,320,194 

4,706,045 

2,320,194 

4,706,045 

1,377,827 

2,166,918 

9,312,643 

7,453,382 

110,015 


(9,106,873] 

(6,705,132) 

($65,315) 

(1,537.341) 

1,028,302 

1,377,827 

753,721 


9,336,252 

9,261,023 

(3,579,060] 

(3,509,107) 

l f 559,9l3 

752,721 


44.7 Deviations from Supply Chain Management Regulation^ 




>R30000 


Non-compliance summary 

<R30000 

cMOOOB 

>8200000 

Department: 




COMMUNITY SERVICES 

3,300 

61,295 

. 

CORPORATE 5ERV.CES 

25,272 



EXECUTIVE COUNCIL 

- 



FINANCIAL SERVICES 

7,860 

137,900 

* 

TECHNICAL SERVICES 

68,497 

230,037 

2,244,570 

Total 

104,929 

479,232 

2,244,570 

30 JUNE 2018: 


>H3OQG0 


Non-compliance summary 

< R30000 

<8200000 

>R2DOOOO 

Department; 




COMMUNITY SERVICES 



. 

CORPORATE SERVICES 

60,911 

293,781 

. 

EXECUTIVE COUNCIL 

0,614 

256,864 


FINANCIAL SERVICES 

49,984 

218,387 

- 

TECHNICAL SERVICES 

119,434 

375,297 

2,307,588 

Total 

238,343 

1,144,329 

2,807,588 

Reasons for deviations 




Supplier 

Department 


Reason 

Aiert Patrol 

Corporate Services 


Section 36(l)(a]Ev) * 

Alert Patrol 

Executive Council 


Emergency 

Arthurs Worksop £ Towing 

Community Services 


5ection36(l](aHv] * 

Arthurs Worksop L Towing 

Financial Services 


Section 36(1](a)(v) * 

Arthurs Worksop £ Towing 

Financial Services 


Section 36(1](a)(v) * 

Arthurs Worksop £ Towing 

Technical Services 


Emergency 

Arthurs Worksop £, Towing 

Technical Services 


Section 36(1)[aHv)' 

Arthurs Worksop & Towing 

Technical Services 


Section 36(l)[a}(v) * 

Arthurs Worksop £ Towing 

Technical Services 


Section 36(l)|a)(v) * 

AS Parson 

Corporate Services 


Emergency 

Bradley Conradis Helton Cheadle 

Corporate Services 


Section 3G(l)(a)(y] ■ 

Bradley Conrad'a Hal Lon Cheadle 

Executive Council 


Section 36(l)(a){v) * 


* Continued 


64,595 

25,272 


145,760 

2,593,104 


2,823,731 


354,692 

265,473 

268,371 

3,302,319 


4,130.860 


4,999 

3,300 

47,500 

47,500 


2,350 


1,450 

15459 

17,170 

26,300 

2,700 

67,135 

36,413 


<T 
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Supplier 

Bradley Co nrad ie Ha Iton Che a d le 
Broten Johannes Transport 
B u ffe Ijk'oof G ro ndver k u f wf ng 
Bytes Universal Systems 
Ca noiFne 36 CC l/a H i Way Ba n de 
Caroline 36 CC t h HI Way Bande 
CEL 

Checkin 

Cinocen Trading CC 

Cinogen Trading CC 

Crnogen Trading CC 

Coastal Armature Winders & Supplies 

Coastal Armature Winders & Supplies 

coastal Armature Winders & Supplies 

Coastal Armature Winders & Supplies 

Coastal Armature Winders# Supplies 

Coastal Armature Winders & Supplies 

CdastelAM 

Coaste,' AM 

Coaste I AM 

Conbg 

Oe Wit Begrafafcdienste 

Du Piessis Werkswinkel 

Du Plessis Werkswinkel 

East Coast irrigation {of Element Consul 

Elcme nt Cc nsu Iting Ermine e rs 

FG Uniforms 

Indeeon 

IBM 

Krein Karoo Slagtery 
Klein Karoo Slavery 
Ladismith Spar 
Laid ism Ith .Spar 
Media 24 Beperk 
Metsi Chem itfapa 
Oran sie Transport 
PC Connection 
PC Connections 
PC Connections 
Prospero OHS 

Rfversdal Electric And General 
RiversdaE Electric And Genarai 
RJversdite Grassnyerdienste 
Roy Steele And Associate* 

Roy Steete And Associates 

Roy Steele And Associates 

SA Post Office 

SA PostGfflee 

SA Post Office 

SA Post Office 

SA Pus* Office 

SA Post Office 

5 A Post Office 

SA Post Office 

SA Post Office 

SA Post Office 

SA Post Office 

U Save Ladismith 

Ultra Wa tar CC 

Ultra Water CC 

Ultra Water CC 

VE Reticulation Company 

VE Reticulation Company 

YE Reticula tip n Company 


Department 

Reason 

Executive Council 

Section 36[lHa}{v} * 

Corporate Services 

Emergency 

Corporate Services 

Section 36{l](aJ{v) * 

Financial Services 

Section 36(1) (a)(v) * 

Technical Senecas 

Section 3S(lj(a}{v}‘ 

Technical Services 

Section 36{l){aHv) ' 

Corporate Services 

Section 36(l)(a)(v) * 

Executive Council 

Section 56[l](etfv> * 

Community Services 

Section 36(l)(a}(v) * 

Community Services 

Section 36{l)(a)[v)- * 

Corporate Services 

Sole Supplier 

Technical Services 

Section 36(l)(a)W * 

Technical Services 

Section 36{l){a}(v] * 

Technical Services 

Section 36{l}(*]{vJ * 

Technical Services 

Section 36(l}[a)(v) * 

Technical Services 

Section 36(1) (a)(v) + 

Tachrital Services 

Section 36{l)[aHv} ’ 

Technical Services 

Emergency 

Technical Services 

Emergency 

Technical Services 

Emergency 

Technics? Services 

Section 36{l){a][y)■ 

Coi porate Services 

Section 36{l)(a)|y) * 

Financial Services 

Section 36{lHa](v| * 

Technical Sevices 

Emergency 

In Technical Services 

Section 36{lKaJfv] * 

Technical 5e vices 

Section 36(l)(aHv) * 

Corporate Services 

Section 36(1)(a)(v) * 

Technical Sen, 1 Ices 

Section 36{lj[a)(v) * 

Financial Services 

Section 36{l){aHv) * 

Corporate Services 

Section 36fl)(aHv) - 

Executive Co until 

Section 36(l](a)(vji w 

Corpora to Service* 

Emergency 

Corporate Services 

Section 36{l)(a}(y )* 

Financial Services 

Section 36(l)(a)[v)’ 

Technical Services 

Section 3€(l)(n){v) * 

Corporate Services 

Section 36(l){a){vf * 

Financial Services 

Section 3G(l)(a}{v] * 

Financial Services 

Section 36{lKa}[v] * 

Financial Services 

Section 56(l](a){v) * 

Technical Services 

Section 36(1) (a)(v) * 

Technical Services 

Section 36{a){ a )(v} * 

Technical Services 

Section 36(lJ{aMv) * 

Corporate Services 

Emergency 

Corporate Services 

Section 36(1K«|M * 

Executive Council 

Section 36[l)(ai(v) * 

Financial Services 

Sec lion 36{lKa)(v) * 

Corporate Services 

Sola Supplier 

Financial Services 

Sole Supplier 

FlnancJalBervices 

Sole Supplier 

Financial Services 

Sole Supplier 

Financial Services 

Sole Supplier 

Financial Service* 

Soie Supplier 

Financial Services 

Sole Supplier 

Financial Services 

Sole Supplier 

Financial Services 

Section 36(l)(a)(v) * 

Financial Services 

Section 36[lfta|(v) * 

Financial Service* 

Section 36(1) (a)(v) ■ 


Executive Council 
Technical Services 
Technical Services 
Technical Sendees 
Technical Services 
Technics! Services 
Technical Services 


Section 36{l)|e}[v} 11 
Section 36{lKa)[v^ 
Section 36(l)(a)ivji * 
Section 36(l)( a )<v} * 
Section 36{l)(e)jv| * 
Section 3fi{l}{e)(v) * 
Section 36(l](aj(y) * 


* Section 36{ t)(&J(vJ- Exceptional case and ft is Impractical or Impossible to follow the official procurement processes 


2019 

ft 


2018 

R 


2,070 

34,683 

15,773 

33,120 

28,175 

54,6S 3 


11,995 

11,995 


4,5oa 


25,236 


17,664 

25,116 


67,436 

67,436 


2,460 

2,460 

2,940 

13,372 

3,450 

2,244,570 

35,800 


2,323,731 


51,446 

3,400 

114,000 

63,966 


2,444 


13,966 

33,212 

39,706 


23,903 

1,754 

11,334 

12,593 

197,607 

30,746 

627 

942,620 

1,5-87,732 

7,311 

64,452 

7,732 

1,779 

561 

4,840 


8,000 

10,609 

3,000 

50,400 

3,100 


12,352 

79,800 

79,000 

29,500 

32,346 

706 

735 

735 

1,966 

2,734 

34,060 

34,215 


1,541 


35,340 

277,227 

4,130,859 


<r 
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44,8 Awards above R2Q0Q to spouses, chfFd, parent of a person In service of the state {Section 45 of the Supply Management PoUcy)- 

Company Name Relation! 

None 


44.9 Other non-oom.ptlance jMFMA l25{2|fe)] 


Creditors payments were not marie within 30 days as required by the MFMA. 

45 CAPITAL COMMITMENTS 

Commitments in respect of capital expenditure: 

Approved and contracted tor: 


Total .wmmoments consist out of the following: 

2oar- Construction of Droe Vlei Reservoir 

Upgrading of l ad ism it h built water supply 

Bloekamlaan Reservoir 

Van Wyksderp Street Lighting 

C&fittdorp Investigation into availabiiity of water 


Contra ct/Tend&r 
Kuthete General Projects 
Element Consulting Engineers 
Aurecon fi; Asia 
YE Reticulation Si Aurecon 
Aur scon 


This expenditure wilt be financed from: 
External Loans 
Govern ment Grants 


2019 


2013 

1 


R 

- 


4,600,482 3,270,449 



2,963,594 


286,855 

3,319,680 


1,114,509 


166,293 


4,600,432 

3,270,449 

4,600,482 

3,270,449 

4,600,482 

3,270,449 


46 FINANCIAL RISK MANAGEMENT 

The activities of the municipality expose it to a variety of financial risks, including market risk {comprising fair value interest rate risk, 
cash flow interest rate risk and price risk}, credit risk and liquidity risk. The municipality's overall risk management programme 
focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the municipality's financial 
performance. 

(a] Foreign Exchange Currency Ftfck 

The municipality does no: engage In foreign currency Transactions. 

{b) Price risk 

The municipality is not exposed to price risk, 

(e) Interest Rate Risk 

As the municipality has significant interest-bearing liabilities, the entity's income and operating cash flows arc substantially 
dependent on changes In market Interest rates. 

The munidpalhy analyses its potential exposure to interest rate changes on a continuous basis. Different scenarios are 
simulated which include refinancing, renewal of current positrons, alternative financing and hedging. Based on these 
scenarios, the entity calculates the impact that a change in interest rates will have on the surplus/deficit for the year. These 
scenariosa.ro only simulated for liabilities which constitute the majority of interest bearing liabilities. 


The municipality did nci hedge against any interest rate risks during the current year. 

The potential impact on the entity’ssurplus/deriritforthe year due to changes in interest rates were as follow; 

{308,948) {£26,236) 

154,474 313,143 


1% Increase in interest rates 
0,5% Decrease in interest rates 
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2019 20 IS 

R R 

(d) Credit Risk 

Credit risk is the risk thet a counter party to a financial or non-financial aaaet will fail to discharge an obligation and cause 
the municipality to Incur a financial loss. 

Credit risk consist mainly of cash deposits, cash equivalents, trade and other receivables and unpaid conditional grants and 
subsidies. 

Receivables are disclosed net after provisions are made for impairment and bad debts, Trade debtors comprise of a large 
number of ratepayers, dispersed across different sectors and geographical areas. Ongoing credit evaluations are performed 
on the financial condition of these debtors. Credit risk pertaining to trade and other debtors is considered to be moderate 
due the diversified nature of debtors and immaterial nature of Individual balances. In the case of consumer debtors the 
municipality effectively has the right to terminate services to customers but in practice this, is difficult to apply. In the case 
of debtors whose accounts become in arrears. Council endeavours to collect such accounts by "levying of penalty charges", 

"demand Inpayment' 7 , ''restrletionof services" and, as a last resort, "handed over for collection"’, whichever procedure Is 
applicable in terms of Council's Credit Control and Debt Collection Policy, 

The credit quality of receivable ere further assessed by grouping individual debtors into different categories with similar 
risk profiles. 

AJI rates and services are payable within 30 days from invoice date. Refer to note 16 and 17 for all balances outstanding 
longer than 30 days. These balances represent ell debtors at year end which defaulted on their credit terms. Also refer to 
note 16 and 17 for balances included in receivables that were re-nagotiated for the period under review. 


Balances past due not impaired: 



2019 

2019 

2018 

2018 


% 

R 

% 

R 

Non-Exchange Receivables 

Rates 

1.26% 

253,339 

2.40% 

493,722 

Traffic Finer 

0 .00% 


18.38% 

1,134,332 

sxchariEe Receivables 

Electricity 

6.51% 

133,018 

7.07% 

144,000 

Water 

0.50% 

70,326 

2.37% 

323,258 

Refuse 

0 .00% 

- 

1.31% 

130,897 

Sewerage 

1.40% 

153,674 

1.45% 

141,222 

Other 

i.ia% 

10,933 

42.16% 

372,453 


0,93% 

373,006 

3,07% 

1,111,843 

No receivable sore pledged a s.security for financial liabilities. 

Due to the shortterm nature of receivables the carrying value disclosed in note 16 and 17 of the financial statements Is an 
approximation of its fair value. Interest on overdue balances are included at prime borrowing rate plus 196 where 
aoollcable. 

The provision for bad debts could be allocated between the different classes of debtors as follows: 

2019 2019 

2013 

201 S 


% 

R 

% 

R 

Non-Exchange Receivables 

Rates 

77.47% 

20,049,603 

77% 

20,579,410 

Traffic Fines 

£2.53% 

5,831,293 

23% 

6,170.663 


100 ,00% 

25,880,396 

100 % 

26,750,073 

Exchange Pec enables 

Electricity 

5.03% 

2,044,095 

5.62% 

2,037,969 

Water 

34.79% 

14,005,437 

37,57% 

13,614,926 

Refuse 

29.63% 

31,950,774 

27.54% 

9,981,563 

Sewerage 

28.14% 

11,328,247 

26.33% 

9,723,383 

Other 

2,32% 

932,389 

2.44% 

883,4 El 


IDO.00% 

40,260,942 

100 .00% 

36,241.301 
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2019 2018 

R R 



2019 

2019 

2018 

2018 

Bad debts written off per debtor class. 

% 

R 

% 

R 

Nun-Exchange Receivables 

Rates 

Q.00% 


0,00% 


Traffic Fanes 

100.00/4 

5,659,927 

100.00% 

10,083,000 


100.0054 

5,659,927 

100,00% 

10,033,003 

Exchange Receivables 

Electricity 

0.3154 

23,803 

1.4454 

394,615 

Watier 

60.2954 

4,674,996 

31.62% 

8,687,907 

Refuse 

20,4654 

1,536,712 

32.72% 

8.990,671 

Sewerage 

18.9454 

1,460,242 

32,43% 

8,309,649 

Other 

0.0054 


1.79% 

491,305 


100.0054 

7,753,753 

100.00% 

27,474,146 


The entity only deposits cash with major banks with high quality credit landing. No cash and cash equivalents were 
pledged as security for financial liabilities and no restrfctiens were placed on the use of any cash and cash equivalents for 
the period under review. Afthough the credit risk pertalnlngto cash and cash equivalents are considered to be low, the 
maximum exposure are disclosed below - 

The banks utilised by the municipality for current and norvcurrent Investments are all listed on tbeJSE .The credit quality of 
these Institutions are evaluated based on their required SENS releases as well as other media reports. Based on all public 
communications, the financial sustainability Is evaluated to he of high quality and the credit risk pertaining tq these 
mrtrhjtion* are considered to be low 

The risk pertaining to unpaid conditional grants and subsidies are considered to be very low. Amounts are receivable from 
national and provincial government and there ere no expectation of counter party default. 

Long-term Receivables and Other Debtors are individually evaluated annually at Balance Sheet date for impairment. 


Financial assets exposed to credit risk at year erd are as follows; 

Receivables from exchange transactions 
Receivables from non-exchange transactions 
Cash and Cash Equivalents 


2 , 735,932 3 , 315,609 

2 , 101,064 1 , 715,680 

11 * 631,234 1 , 546,713 


16,463,230 6,580,002 


le] Liquidity Risk 

Prudent liquidity risk management implies maintaining sufficient cash, the availability of funding through an adequate 
amount of committed credit facilities. Due to the dynamic nature of the underlying business, the treasury maintains 
flexibility In fundintt by maintaining availability under credit lines. 

The entity's risk to Liquidity is a result of the fundi available to cover future commitments. The entity manages liquidity risk 
through an ongoing review of future commitments and credit facilities. 

The table below analyses the entity's financial liabilities into relevant maturity groupings based on the remaining period at 
the financial year end to the contractual maturity date. The a mounts disclosed in the table are the contractual 
undjscounted cashflows. Balances due within 12 months equal their tarrying balances as the impact of discounting Is not 
significant. 
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2019 

2013 




R 

R 



Between 1 and 5 

Between 5 and 10 



Less than 1 year 

years 

years 

Over 10 Vcars 

2019 

R 

a 

R 

ft 

Lang Term liabilities - Annuity Loans 

720.000 

1,659,654 



Capital repayments 

505,557 

1,435,100 



interest 

214,443 

224,554 



Long Term liabilities - Finance Leases 


Capital repayments 

- 




Interest 





Provisions - Landfill Sites 

- 

6,154,204 

50,436,552 


Capital repayments 


4,906,094 

22,383,156 


Interest 

- 

1,243,110 

28,053,396 


Trade and Other Payables 

35,915,602 




Unspent conditional government grants and receipts 

14,231,073 





50,666,675 

7,315,853 

50,436,552 




Between 1 and 5 

Between 5 and 10 



Less than 1 year 

years 

years 

Over ID Years 

aoia 

a 

a 

ft 

ft 

Long Term iiabilities - Annuity Loans 

720,000 

2,377,954 



Capital repayments 

446,472 

1,939,091 


- 

Interest 

273,5 2S 

438,653 



Long, Term liabilities - Finance Lease Liability 

5,839 

Capital repayments 

5 .£20 



- 

Interest 

69 




Provisions - Landfill Sites 


10,395,3 01 

15,672,179 

7,464,581 

Capital repayments 


9,694, B5 2 

10,631,628 

3,896,595 

Interest 


1,200,339 

5,040.551 

3,587,986 ' 

Trade and Other Payables 

34,139,218 




Unspent conditions 1 government grants and receipts 

12,385,864 





47,750,971 

13,273,145 

15,672,179 

7,4S4.5fll 


FINANCIAL INSTRUMENTS 


2Q19 201B 

ft R 


In Accordance with GRAF 104 the financial instruments of the municipality ere classified as follows: 
*7,1 Financial Asset* CI?sP*catfon 


Receivables 


Receivables from exchange Transactions 

Financial instruments at amortised cost 

2,735,932 

5,315,609 

5hprt-term Investment Deposits 

Call Deposits 

Financial instruments at amortised cost 

E r 3B6,533 

31,916 

Bank Balances and Cash 

Bank Balances 

Cash Floats and Advances 

Financial instruments at amortised cost 

Financial instruments at amortised cost 

3,240,201 

4,500 

1,512,297 

4,500 



14,367,166 

4,864,32 1 

SUMMARY OF FINANCIAL ASSETS 




Financial instruments at amortised cost 


14,367,166 

4,864,522 

At amortised cost 


14,367,166 

4,864,322 
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47.2 Ffnafldal liability 

Long-term Liabilities 

Annuity Loans 
Capitalised Lease Liability 

Payables from exchange transactions 

Trade creditors 

Accrued interest 

Retentions 

Deposits 

Other 


Currant Portion of Long-term Liabilities 

Annuity Loans 
Capitalised Lease Liability 


Classification 


Financial instruments at amortised cost 
F i n a nci a 1 1 n str u me nts a t a mortised- cost 


Financial instruments at amortised cost 
Financial instruments at amortised cost 
Financial instruments at amortised cost 
Financial instruments at amortised cost 
Financial irtstrumerrts at amortised cost 


Financial instruments at amortised cost 
Financial instruments at amortised cost 


SUMMARY OF FINANCIAL LIABILITY 

Financial Instruments at amortised cost 

STATUTORY RECEIVABLES 

In accordance with principles of GftAP 108, Statutory Receivables of the municipality are classified as follows; 
Taxes 

Vat receivable 


2019 

2018 

R 

R 

1,435,100 

1,940,547 

35,915,602 

34,139,213 

2,652,343 

2,S02,S99 

964,206 

953,257 

B, 2 10,464 

6,623,634 

505.557 

446,472 


5,320 

49,683,271 

46,911,397 

49,683,271 

46,911,897 


2, 320,194 


4,706,045 


Receivables from Non Exchange Transactions 

Property rates 

Fires 

EVENTS AFTER THE REPORTING DATE 
None 

IN-KIND DONATIONS AND ASSISTANCE 

The municipality did not recede any in-kind donations or assistance during ths year under review. 

PRIVATE PUBLIC PARTNERSHIPS 

Council has not entered into any private public partnerships during the financial year. 

CONTINGENT LIABILITIES 

Karina band Municipality us Farmer Employees 

The Municipality is defending a claim for unfair dismissal from former employees lodged with the SALGBC If they are successful the 
Municipality might possibly be liable fora sum of ft 1,200,000 

RELATED PARTIES 

Related Party Loans 

None 

Compensation of key management personnel 

The compensation of key management personnel is set out in note 24 to the Annual Financial Statements. 

Compensation erf Councillors 

The compensation of Councillors is set out in note 28 tq the Annual Financial Statements. 


1,640,863 

1,319,000 
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2019 

R 


20 IS 

R 


53,4 Ot her related party transaction* 

The follow ins purchases were made during the year where Councillors or staff have an interest; 

See note 44.B 

Key Management and Councillors receive and pay for services on the same terms and conditions as other 

ratepayers/ residents. . il x _ 

The rates, service charges and other charges are m accordance with approved tariffs that were advertised to 

the public. No bed debt expenses have been recognised In respect of amounts owed by related parties. 


Councillors 

ATheron 
HD flutters 
M Barry 
PJ Antonie 
j Denson 
HM Johnson 


2019 


2019 


Services and rates 


Outstanding 

Balance 


14,399 

3,9S1 

IS, 35 2 

2,190 

0,522 

941 

9,194 

3,B1B 

13,131 

B22 

1 

1 

65,600 

11,753 


ADDITIONAL DISCLOSURE 
54.1 Provincial intervention 

In terms Section 139 of the Municipal Finance Management Act nr. SG of 2003, a mandatory provincial intervention has taken 
place to prepare an appropriate recovery plan for the munkipalttv. 
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APPENDIX C - Unaudited 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2019 

MUNICIPAL MAIN VOTES 


t T 


_ +; 

S & ^ 

^ 3 n 
— 

r4 ,-h oq ui rx 

ill CT) o ^ ^ ££ 

co p^ rn oo 

^ ji o f o 

m m ^ ^ ^ 

'T ^ ^ ^ ^ “ 

^ (N tH CTO CO O 

zL ^ ^ 

2019 

Actual 

Expenditure 

R 

rn rn oo o0 ** 

CO *-t Ln kD CO 

h h H CO oq CO 

on ltT ltT oo c0 

h r- in rM o p 

do o ia no ^ 

h o M cc t£ 

- — r rsi t— 1 rsi ^ 

2019 

Budgeted 

Expenditure 

o' ? S' o’ m 

oi cc >j 3 cn in cn 

tu ffl rj- ITi rl (N 

crT on sf 00 s (N 

UO LT> LT| 00 rJ 

pn a\ co tH co to 

04 to o ** p 

w 

2019 

Actual 

Income 

R 

H N lO t^l Ol cn I 

m in n o fm r\i 1 

H rt H ^ N *N l 

on cT tH cn a> 01 

|N QQ st rO to pi 

m cn qo h 

H LO CO U> 00 

H N N 00 Lrt 

2019 

Budgeted 

Income 

1,625,000 

22,450,460 

26,037,000 

35,107,086 

89,752,868 

174,972,414 


COMMUNITY SERVICES 
CORPORATE SERVICES 
EXECUTIVE COUNCIL 
FINANCIAL SERVICES 
TECHNICAL SERVICES 

Total 

2018 

Surplus/ 

(Deficit) 

ft 

dT tH" o in (N p 

O w ro jn m 

rn co p. ifl 

T-T O oT o' p ^ 

lO CO MN !TI o 

t\i cji U3 m r- m 

^ co or K g 2 

2018 

Actual 

Expenditure 

R 

co o ro ^ O 

vi oo h ro rv rs 

o cn cn Hi N 

in o tH cn in 

(N H rN IN m rj 

lo no Ci q cn 

w r-4 u> 

w S d Ci Hi JEJ 

2018 

Actual 

Income 

n 

■till 
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APPENDIX D - Unaudited 

DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 56 OF 2003 









Operating 

Capital 


Grant Description 

Balance 

1JULV2D1H 

Correction of 

error 

Restated 

Balance 

1 JULY 2018 | 

Repaid to 
National 
Revenue Fund 

Grants 

Received 

Written 

Off 

Expenditure 
during the 
year 

Transferred to 

Expenditure 
during the 
year 

Transferred to 

Balance 

3D JUNE 2019 








Revenue 

Revenue 



UNSPENT AND UNPAID GOVERNMENT GRANTS AND RECEIPTS 
National Government Grants 


Equitable Share 

Local Govern mem Financial Management Grant 
Financial Msistence Grant Audit Fees 
Municipal Infrastructure Grant 
Zoar Streets 

Water Services Infrastructure Grant 
EPWF 

Integrated National Elect rifle utlon Grant 
Total National Government Grants 

Provincial Government Grants 

Taxi Ranks 
Flood Damage 
CDW Grant 
I DC 

Local Government Financial Support Grant 
Local Government Financial Support Grant 
Niswnville Paving 

Human Settlement Development Grant 
Van Wyksdorp Pit Latrines 
WC Financial Management Capacity Building 
WC Financial Management Support Grant 
Upgrading Sports Facilities Calitzdorp 
5DBIP 

DWAF -FtBlG 
I DP 

Library Grant 
Df&aster ■ 2rar 

Thusong Municipal Service Delivery Capacity Buil 

Upgrading Pumpstation 

Revenue Enhancement 

CFO Appointment 

Deeds Registration 

Drought Relief 

Fire end Dnought Relief 

Total Provincial Government Grants 


Disaster Fund 
Ladlsmlth Water Project 

Total Other Grant Providers 


Total 



-—, 



25,362,000 


(25*362*000) 



147,990 


147,990 

- 

2,215,000 


(2*215*716) 

■ 

147*274 




- 

4,568,310 


(4,568*310) 



1,155,030 


1,155,030 

(1,100,000) 

8,392X00 

- 

(507*300) 

(7.904,229) 

35,001 

300*453 


180,453 



- 

- 


180,453 


_ 

, 


8*000*060 


* 

(5,025*415) 

2,974,505 


_ 

. 


1* 055,000 

- 

(1,055,000) 



627,047 

_ 

627,047 

(1,100X00) 

2X00,000 

- 


(2,000*000) 

(472,953) 

2.110,520 


2,110,520 

(2.200,000) 

51*592,310 

- 

(33,708,826) 

(14*929,644) 

2,364,360 




306,463 


306,463 

- 

- 

- 



306*463 

447,390 

. 

447,390 

- 





447*390 

60,111 

. 

60,111 






60*111 

1,660,000 


1,650,000 






1*650,000 

1.540,000 


1,540,000 






1.540,000 

350,000 


360*000 


1,300*000 


(1,300,000) 

- 

350,000 

100,238 


100*236 






100,238 





2,069*359 


(1,059,438) 


1X09,921 

167,239 


167,299 






167*299 

150,000 


150,000 






150,000 





1*400,060 


(1*641,333) 


{241,383)j 

250*000 


250,000 

* 





250,000 

233,657 


238,657 

- 





238,657 ! 

313,43a 


319,433 

- 

- 




319,43B 

175,433 


175,439 


- 




175,439 

503,694 

522.298 


501,694 

522,298 


2,070,000 

w 

(2,107,484) 


464,210 

522,298 

it 200,000 


200,000 




(21,600) 

(3,240) 

175,160 



_ 


110X00 


(53,989) 


51,011 

2*353 


2,393 






2,393 

6,016 


6*010 




- 


6X1E 

L.030.000 


1,030,000 



- 



1,030,000 

236,055 


236,355 

- 


- 


(251,661) 

35,194 




" 

3,245,000 

“ 


(3,159,195) 

85,805 

8,304*793 


8,304,793 


10,194,359 


(6,188*894) 

(3,414*096) 

8,896,162 







2,342,433 


2,342,433 


- 


‘ 


2,342,433 

126,118 


128,113 


■ 


“ 


128,118 

2,470,551 


2,470,551 

- 


- 



2*470,551 


12,835,864 

- 

12,885,864 

(2,200,000) 

61,706,669 


(39,897*720) 

(18,343,7401 

14,231,073 
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